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2. National Bank Modaraba Management Company Limited, a rnmnnn, - — 
incorporated under the then Companies Ordinance, 1984 (XLVII of 1984) [Now 
the Companies Act, 2017 (XIX of 2017)], registered as a Modaraba Company under 

the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 
(XXXI of 1980), having its registered office at Ground Floor, National Bank of 
Pakistan, Regional Head Quarters Building, 26 Mclagon Road, Lahore through its 
Chief Executive Officer/Directors. 
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BEFORE THE HONORABLE MODA1t4BA TRIBUNAL, LAHORE 

(Modaretha Jurisdiction) 

Modaraba Application No.  O / of 2020 

In the matter of First National Bank Modaraba, managed by National Bank 
Modaraba Management Company Limited 

Registrar Modaraba Companies and Modarabas, appointed under section 3 of 
the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 
having its office at Securities and Exchange Commission of Pakistan, NIC 
Building, 63-Jinnah Avenue, Islamabad. 

Petitioner 

Versus 

1. First National Bank Modaraba, a Modaraba floated and managed by National 
Bank Modaraba Management Company Limited under the Modaraba Companies 
and Modaraba (Floatation and Control) Ordinance, 1980 (XXXI of 1980), having 
its registered office at Ground Floor, National Bank of Pakistan, Regional Head 
Quarters Building, 26 Mclagon Road, Lahore, through its Chief Executive 
Officer/Directors. 

3. Abbas Azam, Chief Executive / Director, Resident of House No. 112, Riwaz 
Garden, Lahore. 

4. Imran Malik, Director, Resident of House No. 12 C "q". Street Off Khayaban-e-
Sehar, Phase VI, DHA, Karachi. 



5. Rehmat Au Hasnie, Director, Resident of House No. 88/Il, Khayaban-e-Tariq, 
Phase VI, DHA, Karachi. 

6. Jamal Baquar, Director, Resident of House No. 85, 121h  Street, Khayaban-e-Sehar, 
Phase VI, DHA, Karachi. 

7. Khawaja Waheed Raza, Director, Resident of House No. 100/7, Saint John's 
Park, Lahore Cantt. 

8. Jamal Naseem, Director, Resident of House No. 333, Street No. 7, PAF Falcon 
Housing Scheme, Shaheed-e-Millat Road, Karachi. 

9. Muhammad Iqba1 Hussain, Director, Resident of House No. 105, Street No. 589, 
Section G-1 3/2, Islamabad. 

Respondents 

PETITION UNDER SECTION 23 OF MODARABA COMPANIES AND 

MODARABA (FLOATATION AND CONTROL) ORDINANCE, 1980, 
READ WITH ALL OTHER ENABLING PROVISIONS OF THE LAW FOR 
WINDING UP OF FIRST NATIONAL BANK MODARABA 
(RESPONDENT NO. 1), FLOATED AND MANGED BY NATIONAL BANK 
MODARABA COMPANY LIMITED (RESPONDED NO.2)  

Respectfully Sheweth:- 

I. That the names and addresses of the parties as given in the title of the Petition are 

true and correct as per the record maintained by the office of the Petitioner and the 
same are sufficient for the purpose of effecting service upon them. 

2. That the Petitioner is Registrar of Modaraba Companies and Modaraba, appointed 

under section 3 of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (the "Ordinance"). The Petitioner, being the Registrar, 
is fully conversant with the facts of this instant petition and is duly authorized to 
present this Petition before this Hon'ble Court under the Ordinance. 

3. That the Respondent No.2, a company namely, National Bank Modaraba 

Management Company Limited, (hereinafter to be referred as the "Modaraba 
Company") was primarily incorporated with the Company Registration Office 
Lahore of Securities and Exchange Commission of Pakistan on August 6° , 1992 
vide Company Registration No. L 05372 of 1992-93 under the then Companies 

Ordinance of 1984 (XL VII of 1984) [now the Companies Act, 2017 (XIX of 2017)]. 
The Company was registered as Modaraba Company with the Registrar Modaraba 
Companies and Modaraba on 12.10.1994 under the Modaraba Companies and 

Modaraba (Floatation and Control) Ordinance, 1980 (XXXI of 1980) (hereinafter 
referred to as "the Ordinance"). 

((The copy of/he Certjficate of Incorporation, Registration Certificate are 
appended herewith as Annexures A & B, respectively) 
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4. The Modaraba Company was duly authorized by the Petitioner under section 11 of 

the Ordinance to float Modaraba namely; First National Bank Modaraba (the 
"Modaraba") (Respondent No. 1), subject to the conditions attached with the 
Modaraba Authorization Certificate dated 07-11-1995. 

(The copy of/he Modaraba A u/h orization CertWcate Conditions is 
appended herewith as Annexure C) 

5. That as per latest Form-21 dated 10-11-2016 submitted by the Modaraba Company 
with the Petitioner, the registered office of the Modaraba Company is reported to 
be situated at Ground Floor, NBP Regional Head Quarters Building, 26 Mclagon 

Road, Lahore. That as per Form-A and latest Form-29 dated 12-04-2019, the 
Respondent No. 2 is CEO/Director of the Modaraba Company while Respondents 
No. 3 to 8 are Directors of the Modaraba Company. 

(The copy of Form 21 dated 10-11-2016, copy of latest Form-A of/he 
Modaraba Company made up to 25-04-2019 and copy of latest Form 29 dated 

12-04-2019 are appended herewith as Annexures D, E & F) 

6. That as per memorandum of the Modaraba Company, the purpose for which the 
Modaraba Company was incorporated amongst others, inter alia, were: 

'To initiate, sponsor, promote, float, organize, manage, administer, 
operate, modaraba funds and modarabas of all types and 
descriptions, mutual funds, unit trust and other similar concerns 
either in syndicates or otherwise for the purpose of undertaking all 
activities which a modaraba can undertake under the law providing 
that none of these enterprises would be engaged in or the funds 
thereof invested in any venture; the activities of which are contrary 
to the injunctions ofIslam or which involve the element ofriba in any 
form whatsoever...... 

7. The Modaraba to the effect of its business also filed its prospectus under rule 20 (2) 
of the Modaraba Companies and Modaraba Rules, 1981 (the "Modaraba Rules") 
which are duly signed by the CEO and all of the directors under the said Modaraba 
Rules. 

(Copy of Memorandum andArticles ofAssociation and Prosp ectus are attached 
as Annexures G & H) 

8. That the authorized capital/fund of the Modaraba is Rs. 600,000,000/-, divided into 
60,000,000 ordinary modaraba certificates of Rs. 10/- each. While the paid-up 

capital/fund of the Modaraba is Rs. 250,000,000/-, divided into 25,000,000 
ordinary shares of Rs. 10/-. 

9. That the Registrar/Petitio
while examining the audited financial statements of 

the Modaraba for the last five years summarized below had noted that the Modaraba 

was running in losses for a consecutive period of five years and accumulated losses 
of the Modaraba stood at Rs. 277.62 million as on June 30, 2017 against the total 
Modaraba Fund of Rs. 250 million, subscribed by the holders of the Modaraba 
certificates. 



Year Ended June, 
2017 

June, 
2016 

June, 
2015 

June, 
2014 

June, 
2013 

Rs. in million 

Paid up Fund 250 250 250 250 250 

Profit/(Loss) for 
the year 

(71.35) (53.83) (122.17) (34.21) (16.86) 

Un-appropriated 
profits! 
(accumulated loss) 

(277.62) (206.26) (152.43) (30.25) (3.95) 

Accumulated 
losses in term of 
percentage of Paid 
up fund 

111% 83% 61% 12% - 

10. That as mentioned above, the Modaraba has been accruing huge financial loss due 
to cease of its operations and lack of funds. As per half yearly accounts of the 
Modaraba for the period ended December 31, 2017, the accumulated losses of the 
Modaraba amounted to Rs. 276.60 million which constituted 111% of the total 
Modaraba Fund (Rs. 250 million), subscribed by the holders of the Modaraba 
certificates. Hence, total Modaraba fund has been eroded. The auditors of the 

Modaraba (MIs. Riaz Ahmed & Company, Chartered Accountants), in their audit 
report to the members for the year ended June 30, 2017 had drawn attention to note 
1.1 of the annual accounts, which states that the Modaraba is no longer a going 
concern, therefore, the financial statements have been prepared on the basis of 
estimated realizable! settlement values of assets and liabilities, respectively. This 
resulted in recognition of additional provision of Rs. 39.07 million based on the 
subjective evaluation of non-performing receivables. The note 1.1 of the Annual 
Audit Report for year 2017 is as under: 

"During the year, the Modaraba made an operating profit of Rupees 
16.569 million, however, due to provision and impairment charged 
against class fried assets, the Modaraba incurred loss after taxation ofRs. 
71.359 million taking the accumulated loss to Rupees 277.622 million 
which exceeds the total amount subscribed by the holders ofthe modaraba 
cerqflcates. This may attract the provisions ofsection 23 of the Modaraba 
Companies and Modaraba (Floatation and Control) Ordinance, 1980. As 
on the reporting date, the Modaraba accumulated loss net of statutory 
reserve is amounting to Rupees 233.666 million and its current liabilities 
exceeded its current assets by Rupees 183.394 million........ 

The same fact was reported by the statutory auditors (MIs. Horwath Hussain 
Chaucihury & Co, Chartered Accountants) in their report to the members at note 1.2 
of the Modaraba for the year end June 30, 2018: 

"During the year, the Modaraba made loss beJbre 'Modaraba Company 's 
Management Fee' of Rs. & 179 million (2017: Rs. 71.360). As at the 
reporting date, its current liabilities exceed its current assets by Rs. 
122.862 million (2017: Rs. 183.394 million) and accumulated losses 
amount to Rs. 285.801 million (2017: Rs. 277.622 million). In purview of 
consistent losses the Registrar Modaraba has issued a show cause notice 



to the Modaraba as to why should the proceedings to wind up the 
Modaraba not be initiated in terms of Section 23 (1)(ii)(b) of the 
Modaraba Companies and Modaraba (Floatation and Control) 
Ordinance, 1980. These factors indicate the existence of material 
uncertainties that casts sign l cant doubts about the Modaraba 's ability 
to continue as a going concern, and therefore, it may be unable to realize 
its assets and discharge its liabilities in the normal course of business... 

The very fact has been reaffirmed and reported by the statutory auditors (M/s. 
Horwath Hussain Chaudhury & Co, Chartered Accountants) in their report to the 
members at note 1.2 of the Modaraba or the year end June 30, 2019: 

"During the year, the Modaraba made loss before 'Modaraba Company's 
Management Fee' of Rs. 35.716 million (2018: Rs. & 18). As at the 
reporting date, its current liabilities eiceed its current assets by Rs. 
109.010 million (2018: Rs. 122.871 million) and accumulated losses 
amount to Rs. 316065 million (2018: Rs. 285.811 million) ..... 

However, in the absence 0/fresh equity and execution of the business 
plans as intended by the management, the above factors indicate the 
existence of material uncertainty that casts signIcant doubts about the 
Modaraba 's ability to continue as a going concern, and therefore, it may 
be unable to realize its assets and discharge its liabilities in the normal 
course of business..." 

(Copy of Financial Statement Audit Report for year end June 30, 2017, June 
30, 2018 and June 30, 2019 are attached as Annexures I, J & K) 

11. That the issue of financial condition of the Modaraba and accumulated losses was 
taken up by the Petitioner with the Modaraba Company multiple times. Initially, 
vide letter dated May 13, 2015, the CEO of the Modaraba Company was advised 
to provide management's plan for stemming the losses and to enhance Modaraba's 
equity. Later on, in a number of meetings held with the CEO and directors of the 
Modaraba Company, the worsening financial position of the Modaraba was 
discussed. Despite providing sufficient time and opportunity, the Modaraba 

Company and its Board of Directors failed to arrest the losses. Besides others, the 
options to revive the business operations and ameliorate the financial position of 
the Modaraba through injection of fresh equity or sub-ordinated funds or low cost 
funding from the National Bank of Pakistan-the holding company ("NBP") were 
also discussed with the CEO but no action is taken till date. 

(Copy of letter dated May 13, 2015 is attached as Annexure L) 

That the Modaraba Company vide its letter dated May 11, 2017 informed the 
Petitioner that the Board of Directors of NBP passed a resolution in its meeting held 
on April 21, 2017, authorizing the Modaraba Company to explore appropriate 
options for achieving cessation of business of the Modaraba and that of the 
Modaraba Company. The options may include but not limited to winding up or 
merger or seeking expression of interest, as appropriate. The CEO of the Modaraba 
Company was advised vide letter dated May 30, 2017 to come up with an exit 
strategy, approved by the BOD and submit the same latest by August 15, 2017. 



'V (Copies of letter dated May 11, 2017 and May 30, 2017 are attached as 
Annexures M & N) 

12. That the CEO of the Modaraba Company, vide his email dated October 13, 2017 
informed that the option of merger/amalgamation of the Modaraba with NBP was 
discussed in a meeting of the BOD of the Modaraba Company, held on October 05, 
2017, where among other things, pros and cons of the option were deliberated and 
it was decided to write a formal letter to NBP's Board of Directors in this regard. 
The Modaraba Company vide letter dated December 18, 2017 informed that the 
matter was submitted to the Board of Directors of NBP and their decision is still 
awaited. 

(Copies of email dated October 13, 2017 and letter dated December 18, 2017 are 
attached as Annexures 0 & P) 

13. That since June 2015, ample time and opportunities were granted to the Modaraba 
Company and its directors to either revive the Modaraba or come up with a 
concrete plan or strategy to arrest the increasing losses of the Modaraba, but no 
positive response was ever received by the Petitioner. Keeping in view the 
continuing fmancial losses, worsening financial conditions and poor performance 
of the Modaraba, the Petitioner issued a show cause notice dated April 02, 2018 to 
the Respondent No. 1 Modaraba Company and its CEO and directors, under section 
23 of the Ordinance. 

(Copy of the show cause notice dated April 02,2018 is attached asAnnexure Q) 

14. That in response to the show cause notice dated April 02, 2018 issued to the 
Modaraba Company and its directors, the Respondents had submitted a written 
reply dated April 10, 2018 whereby the Respondents had admitted themselves that 
the Modaraba has been incurring losses since 2013. Besides that, no satisfactory 
response was given either by the Modaraba Company or its management but to 
provide more time to decide whether the Modaraba should be kept operational or 
not. 

(Copy of the reply dated April 10, 2018 to the show cause notice dated April 02, 
2018 is attached as Annexure R) 

15. That a hearing in the matter of aforesaid show cause notice was fixed by the 
Petitioner in April 16, 2018. Upon request of the Respondents, the hearing was 
rescheduled for June 05, 2018. On the said date, the CEO along with all directors 
of the Modaraba Company (Respondent No. 2) attended the hearing. During the 
hearing, the CEO of the Modaraba Company admitted the contents of the show 
cause notice which warranted winding-up of the Modaraba under section 23 of the 
Ordinance. The CEO also informed that the parent company NBP has decided to 
inject Rs. 300 million in to the Modaraba. Upon this commitment, the Petitioner 
provided another opportunity to the Modaraba Company to continue and 
turnaround the Modaraba by utilizing the funds to be injected by the parent 
company (NBP) in the best interest of the certificate holders. 

16. That the Modaraba Company and its consultants vide letter dated October 02, 2018 
filed a fonnaJ application dated September 04, 2018 in terms of section 83 of the 



'I Companies Act, 2017 for issuance of new modaraba certificates (other than right) 
at par value of Rs. 10/- each, valuing Rs. 300 million to NBP. In the best interest 
and to support the Modaraba, the approval for issuance of other than right modaraba 
certificates was granted on December 03, 2018 to the Modaraba Company. 

(Copies of the letter dated October 02, 2018 along with application dated 
September 04, 2018 and approval dated December 03, 2018 are attached as 

Annexure S & 1') 

17. That after the approval dated December 03, 2018 and subsequent correspondence 
and emails exchanged between the Modaraba Company and the Petitioner's office, 
it was revealed that the National Bank of Pakistan had sought no objection 
("NOC") of the proposed injection of funds from the State Bank of Pakistan 
("SUP"), which till date has not granted the requisite NOC. 

18. That the Petitioner heard the Respondents in detail and considered all the relevant 
facts, documents placed before it, granted sufficient time to the Modaraba Company 
and Respondents No. 2 to 8 for recapitalization of the Modaraba. However, the 
Respondents were completely failed to come up with any concrete plan and to fulfil 
its commitment to inject the funds. The matter of injection of funds in the Modaraba 
is lingering on since July, 2018. The continuous losses of the Modaraba during the 
last five years have wiped out almost the entire paid up fund of the Modaraba Due 
to non-availability of working capital, entire business activities of the Modaraba 
are at halt. Further, as per the annual audited accounts of the Modaraba for the year 
end June 30, 2018 and June 30, 2019, the accumulated losses of the Modaraba are 
continuously increasing and have reached to Rs.285,810,707/ and 
Rs.3 16,065,303/-, respectively. The equity of the Modaraba is already negative and 
there are remote chances of revival of the Modaraba and resultantly any return 
accruing to the modaraba certificate holders, under the above circumstances. 
Among other items, operating expenses alone of Rs. 71.81 million (2018) and Rs. 
52.35 million (2019) are contributing towards further deterioration of public funds 
every year. 

19. That as per the aforesaid audited accounts and financial statements of the Modaraba 
for the year end June 30, 2018 and June 30, 2019, the accumulated losses of the 
Modaraba have exceeded more than fifty percent of the total amount subscribed by 
the Modaraba Certificate holders. The Modaraba is, therefore, failed to arrest 
further deterioration in both asset quality and performance of the Modaraba with 
the result that the accumulated losses have in fact exceeded more than 100% of the 
paid up fund. The Petitioner, therefore, keeping in view all the aforesaid 
circumstces and record of the Modaraba, exercised its power under section 23 
(l)(ii)(b) of the Ordinance and passed an order dated October 31, 2019 and declared 
that as the accumulated losses of the Modaraba have exceeded more than fifty 
percent of the total amount subscribed by the modaraba certificate holders, it may 
be wound up in the public interest by filing an application for winding up before 
this Honorable Modaraba Tribunal, Lahore. 

(Copy of the order dated October 31, 2019 is attached herewith as Annexure U) 

20. That the Modaraba is liable to be wound-up, inter alia, on the following: 



GROUNDS 

A. That the Respondent Modaraba has closed its business/operation and is incurring 

continued losses as mentioned in the Modaraba's statutory Auditors' report for year 

end June 30, 2017, June 30, 2018 and June 30, 2019. The Respondent No. 2 

Modaraba Company has also failed to provide any concrete plan to the Registrar 

Modaraba for its revival and due to which it is observed that prima facie, the 

business of the Respondent Modaraba has been suspended for the same period. 

B. That the statutory auditors, have categorically mentioned in their audited reports 

for the years end June, 2017 to June, 2019 that the Modaraba has suspended its 

business and recurring continuous losses and keeping in view its negative equity, 

liabilities far exceed than its assets, non-compliances and cessation of commercial 

operations of the Modaraba, cast a huge doubt on Modaraba's ability to continue 

as a going concern. 

C. Furthermore, the Auditors' of the Modaraba have been giving adverse opinions in 

their reports to members on the accounts for the year end June 30, 2017 to June 30, 

2019 and the same was prepared keeping in view the Respondent Modaraba as a 

non-going concern. 

D. That the management of the Modaraba Company has failed to come up with any 

concrete plan for revival or recapitalization of the Modaraba despite ample 

opportunities and time has already been granted to the Modaraba Company and its 

management since 2015. 

E. That it is settled principle of law that" a Modaraba" is liable to be wound up under 

section 23(1)(ii)(b), if the accumulated losses of the modaraba exceed fifty per cent 

of the total amount subscribed by the holders of the Modaraba Certificates. 

F. That the substratum of the Respondent Modaraba has been lost, as the Modaraba 

has admittedly closed its operation and resultantly not doing any business since 

then. Reliance is placed on (PLD 1990 Sc 763). 

G. That the accumulated losses of the Modaraba have exceeded more than fifty percent 

of the total amount subscribed by the Modaraba Certificate holders. The Modaraba 

Company, therefore, failed to arrest further deterioration in both in asset quality 

and performance of the Modaraba with the result that the accumulated losses have 

in fact exceeded more than 100% of the paid up fund. The Modaraba, therefore, is 

liable to be wound up under section 23(1)00(b) of the Ordinance. Reliance is place 
on 2009 CLD 85 Karachi. 



'5,  
H. That in the circumstances mentioned above and under the provisions of the section 

23 with all other applicable provisions of law, the Modaraba is liable to be wound 

up. 

I. That additional grounds may kindly be allowed to be raised during the proceedings 

of the petition. 

J. That in view of the above it is therefore in the interest ofjustice and also just and 

equitable that the Respondent Modaraba i.e First National Bank Modaraba may 

kindly be wound-up. 

PRAYER: 

It is, therefore, most respectfully prayed that this Honorable Court may be pleased: 

A. To order the Winding-Up of the First National Bank Modaraba, managed by 
National Bank Modaraba Management Company Limited under section 
23(l)(ii)(b) of the Ordinance; 

B. To appoint an Official Liquidator/provisionj Manager to conduct the winding-up 
proceedings and perform related duties, and be directed to record the statement of 
affairs of the Modaraba; 

C. To order appropriate proceedings against the Chief Executive and Directors 
(Respondent No. 2 to 8) of the Respondent No. 2 Modaraba Company; and 

D. To pass such further order or orders and to issue all consequential and necessary 
directions as this Honorable Court may deem fit and proper in the circumstances. 

E. To order the Respondent No. I Modaraba Company to pay the costs of the instant 
petition; 

Any other relief which this Honorable Court deems fit and proper in the peculiar 

circumstances of the instant petition may very kindly be aw 

Petitioner 

'
(flushra Aslam) 

Registrar 
Modaraba Companies and Modaraba 

Securities and Exchange Commission of Pakistan, 
NIC Building, 63-Jiimah Avenue, 

Islamabad. 



Through Counsel: 

Ruman Bilal 
Advocate High Court 

C.C. No. # P-GW-48254 
CNIC: 34101-6280940-7 

Mob: 0322-3110111 
Certificate:  

As per instructions by the Petitioner, it is the First Petition on the subject ma ter. 

Advocate 



1/ 
BEFORE THE HONORABLE MODARABA TRIBUNAL, LAHORE 

(Modaraba Jurisdiction) 

Modaraba Application No.  01 
/ of 2020 

In the matter of First National Bank Modaraba, managed by National Bank 
Modaraba Management Company Limited 

Registrar Modaraba Companies and Modarabas 

Versus 

National Bank Modaraba Management Company Limited etc. 

PETITION UNDER SECTION 23 OF MODARABA COMPANIES AND 
MODARABA (FLOATATION AND CONTROL) ORDINANCE, 1980 READ 
WITH ALL OTHER ENABLING PROVISIONS OF THE LAW FOR WINDING 
UP OF RESPONDENT NO. 1 MODARABA 

5 c:D 4, 
' B 

Affidavit of: 
Miss Bushra Aslam, Registrar Modaraba Companies and Modaraba, having 
its office at Securities and Exchange Commission of Pakistan NIC Building, 
63-Jiimah Avenue, Islamabad 

above deponent, do hereby solenmly affirm and declare as under:-

ly Sheweth:- 

That the names and addresses of the parties as given in the title of the Petition are 
true and correct as per the record maintained by the office of the Petitioner and the 
same are sufficient for the purpose of effecting service upon them. 

2. That the Petitioner is Registrar of Modaraba Companies and Modaraba, appointed 
under section 3 of the Modaraba Companies and Modaraba (Floatation and Control) 
Ordinance, 1980 (the "Ordinance") The Petitioner, being the Registrar, is fully 
conversant with the facts of this instant petition and is duly authorized to present 
this Petition before this Hon'ble Court under the Ordinance 

3. That the Respondent No.2 company namely, National Bank Modaraba 

Management Company Limited, (hereinafter to be referred as the "Modaraba Company") 
was primarily incorporated with the Company Registration Office 

Lahore of Securities and Exchange Commission of Pakistan on August 6th, 1992 
vide Company Registration No. L 05372 of 1992-93 under the then Companies 
Ordinance of 1984 (XLVII of 1984) [now the Companies Act, 2017 (XIX of2O 17)]. 
The Company was registered as Modaraba Company with the Registrar Modaraba 

Companies and Modaraba on 12.10.1994 under the Modaraba Companies and 
Modaraba (Floatation and Control) Ordinance, 1980 (XXXI of 1980) (hereinafter 
referred to as "the Ordinance") 

1. 



I;; 
(The copy of the Cert?ficate of Incorporation, Registration Cert?ficate are 

appended herewith as Annexures A & B, respectively) 

4. The Modaraba Company was duly authorized by the Petitioner under section 11 of 
the Ordinance to float Modaraba namely; First National Bank Modaraba (the 
"Modaraba"), subject to the conditions attached with the Modaraba Authorization 
Certificate dated 07-11-1995. 

(The copy of the Modaraba Authorization Certjficate Conditions is 
appended herewith as Annexure C) 

5. That as per latest Form-2 1 dated 10-11-2016 submitted by the Modaraba Company 
with the Petitioner, the registered office of the Modaraba Company is reported to 

be situated at Ground Floor, NBP Regional Head Quarters Building, 26 Mclagon 

Road, Lahore. That as per Form-A and latest Form-29 dated 12-04-2019, the 
Respondent No. 2 is CEO/Director of the Modaraba Company while Respondents 
No. 3 to 8 are Directors of the Modaraba Company. 

(The copy of Form 21 dated 10-11-2016, copy of latest Form-A of the Modaraba 
Company made up to 25-04-2019 and copy of latest Form 29 dated 12-04-2019 

are appended herewith as Annexures D, E & F) 

6. That as per memorandum of the Modaraba Company, the purpose for which the 
odaraba Company was incorporated amongst others, inter alia, were: 

"To initiate, sponsor, promote, float, organize, manage, administer, I b 
operate, modaraba funds and modarabas of all types and 
descriptions, mutual funds, unit trust and other similar concerns 
either in syndicates or otherwise for the purpose of undertaking all 
activities which a modaraba can undertake under the law providing 
that none of these enterprises would be engaged in or the funds 
thereof invested in any venture; the activities cif which are contrary 
to the injunctions ofIslam or which involve the element ofriba in any 
form whatsoever...... 

7. The Modaraba to the effect of its business also filed its prospectus under rule 20 (2) 
of the Modaraba Companies and Modaraba Rules, 1981 (the "Modaraba Rules") 
which are duly signed by the CEO and all of the directors under the said Modaraba 
Rules. 

(Copy of Memorandum andArticles ofAssociation and Prospectus are attached 
asAnnexures G& H) 

8. That the authorized capital/fund of the Modaraba is Rs. 600,000,000/-, divided into 
60,000,000 ordinary modaraba certificates of Rs. 10/- each. While the paid-up 

capital/fund of the Modaraba is Rs. 250,000,000/-, divided into 25,000,000 
ordinary shares of Rs.10/-. 

9. That the Registrar/Petitjo while examining the audited financial statements of 
the Modaraba for the last five years summarized below had noted that the Modaraba 
was rulming in losses for a consecutive period of five years and accumulated losses 
of the Modaraba stood at Rs. 277.62 million as on June 30, 2017 against the total 

- 
-J 



Modaraba Fund of Rs. 250 million, subscribed by the holders of the Modaraba 
certificates. 

Year Ended June, 
2017 

June, 
2016 

June, 
2015 

June, 
2014 

June, 
2013 

Rs. in million 

Paid up Fund 250 250 250 250 250 

Profit/(Loss) 
for the year 

(71.35) (53.83) (122.17) (34.21) (16.86) 

Un- 
appropriated 
profits! 
(accumulated 
loss)  

(277.62) (206.26) (152.43) (30.25) (3.95) 

Accumulated 
losses in term 
of percentage 

111% 83% 61% 12% - 

of Paid up 
fund 

That as mentioned above, the Modaraba has been accruing huge financial loss due 
o cease of its operations and lack of funds. As per half yearly accounts of the 

Modaraba for the period ended December 31, 2017, the accumulated losses of the 
Modaraba amounted to Rs. 276.60 million which constituted 111% of the total 
Modaraba Fund (Rs. 250 million), subscribed by the holders of the Modaraba 
certificates. Hence, total Modaraba fund has been eroded. The auditors of the 

Modaraba (MIs. Riaz Ahmed & Company, Chartered Accountants), in their audit 
report to the members for the year ended June 30, 2017 had drawn attention to note 
1.1 of the annual accounts, which states that the Modaraba is no longer a going 
concern, therefore, the financial statements have been prepared on the basis of 
estimated realizable! settlement values of assets and liabilities, respectively. This 
resulted in recognition of additional provision of Rs. 39.07 million based on the 
subjective evaluation of non-performing receivables. The note 1.1 of the Annual 
Audit Report for year 2017 is as under: 

"During the year, the Modaraba made an operating profit of Rupees 
16.569 million, however, due to provision and impairment charged 
against classified assets, the Modaraba incurred loss after taxation ofRs. 
71.359 million taking the accumulated loss to Rupees 277.622 million 
which exceeds the total amount subscribed by the holders ofthe modaraba 
certylcates. This may attract the provisions ofsection 23 of the Modaraba 
Companies and Modaraba (Floatation and Control) Ordinance, 1980. As 

on the reporting date, the Modaraba 's accumulated loss net of statutory 
reserve is amounting to Rupees 233.666 million and its current liabilities 
exceeded its current assets by Rupees 183.394 million.......... 

The same fact was reported by the statutory auditors (MIs. Horwath Hussain 
Chaudhury & Co, Chartered Accountants) in their report to the members at note 1.2 
of the Modaraba for the year end June 30, 2018: 



"During the year, the Modaraba made loss before 'Modaraba Company's 
Management Fee' of Rs. 8.179 million (2017: Rs. 71.360). As at the 
reporting date, its current liabilities exceed its current assets by Rs. 
122.862 million (2017: Rs. 183394 million) and accumulated losses 
amount to Rs. 285.801 million (2017: Rs. 277.622 million). In purview of 
consistent losses the Registrar Modaraba has issued a show cause notice 
to the Modaraba as to why should the proceedings to wind up the 
Modaraba not be initiated in terms of Section 23 (1)(ii)('b) of the 
Modaraba Companies and Modaraba (Floatation and Control) 
Ordinance, 1980. These factors indicate the existence of material 
uncertainties that casts sign/i cant doubts about the Modaraba 's ability 
to continue as a going concern, and therefore, it may be unable to realize 
its assets and discharge its liabilities in the normal course of business... 

The very fact has been reaffirmed and reported by the statutory auditors (MIs. 
Horwath Hussain Chaudhury & Co, Chartered Accountants) in their report to the 
members at note 1.2 of the Modaraba or the year end June 30, 2019: 

"During the year, the Modaraba made loss before 'Modaraba Company's 
Management Fee' of Rs. 35. 716 million (2018: Rs. 8. 18). As at the 
reporting date, its current liabilities exceed its current assets by Rs. 
109.010 million (2018: Rs. 122.871 million) and accumulated losses 
amount to Rs. 316.065 million (2018: Rs. 285.811 million) ..... 

However, in the absence offresh equity and execution of the business 
lans as intended by the management, the above factors indicate the 
xistence of material uncertainty that casts significant doubts about the 

Modaraba ability to continue as a going concern, and therefore, it may 
be unable to realize its assets and discharge its liabilities in the normal 
course of business..." 

(Copy of Financial Statement Audit Report for year end June 30, 2017, June 
30, 2018 and June 30, 2019 are attached as Annexures I, J & K) 

11. That the issue of financial condition of the Modaraba and accumulated losses was 
taken up by the Petitioner with the Modaraba Company multiple times. Initially, 
vide letter dated May 13, 2015, the CEO of the Modaraba Company was advised 
to provide management's plan for stemming the losses and to enhance Modaraba's 
equity. Later on, in a number of meetings held with the CEO and directors of the 
Modaraba Company, the worsening financial position of the Modaraba was 
discussed. Despite providing sufficient time and opportunity, the Modaraba 
Company and its Board of Directors failed to arrest the losses. Besides others, the 
options to revive the business operations and ameliorate the financial position of 

the Modaraba through injection of fresh equity or sub-ordinated funds or low cost 
funding from the National Bank of Pakistan-the holding company ("NBP") were 
also discussed with the CEO but no action is taken till date. 

(Copy of letter dated May 13, 2015 is attached as Annexure L) 

That the Modaraba Company vide its letter dated May 11, 2017 informed the 
Petitioner that the Board of Directors of NBP passed a resolution in its meeting held 
on April 21, 2017, authorizing the Modaraba Company to explore appropriate 
options for achieving cessation of business of the Modaraba and that of the 



Is 
Modaraba Company. The options may include but not limited to winding up or 
merger or seeking expression of interest, as appropriate. The CEO of the Modaraba 
Company was advised vide letter dated May 30, 2017 to come up with an exit 
strategy, approved by the BOD and submit the same latest by August 15, 2017. 

(Copies of letter dated May 11, 2017 and May 30, 2017 are attached as 
Annexures M & N) 

12. That the CEO of the Modaraba Company, vide his email dated October 13, 2017 
informed that the option of merger/amalgamation of the Modaraba with NBP was 
discussed in a meeting of the BOD of the Modaraba Company, held on October 05, 
2017, where among other things, pros and cons of the option were deliberated and 
it was decided to write a formal letter to NBP's Board of Directors in this regard. 
The Modaraba Company vide letter dated December 18, 2017 informed that the 
matter was submitted to the Board of Directors of NBP and their decision is still 
awaited. 

(Copies of email dated October 13, 2017 and letter dated December 18, 2017 are 
attached as Annexures 0 & F) 

13. That since June 2015, ample time and opportunities were granted to the Modaraba 
Company and its directors to either revive the Modaraba or come up with a 
oncrete plan or strategy to arrest the increasing losses of the Modaraba, but no S4 069' 4 '3' 

"sitive response was ever received by the Petitioner. Keeping in view the 
'!tø tinuing financial losses, worsening financial conditions and poor performance 

e Modaraba, the Petitioner issued a show cause notice dated April 02, 2018 to 
Respondent No. 1 Modaraba Company and its CEO and directors, under section 
of the Ordinance. 

(Copy of the show cause notice dated April 02, 2018 is attached as Annexure Q) 

14. That in response to the show cause notice dated April 02, 2018 issued to the 
Modaraba Company and its directors, the Respondents had submitted a written 
reply dated April 10, 2018 whereby the Respondents had admitted themselves that 
the Modaraba has been incurring losses since 2013. Besides that, no satisfactory 
response was given either by the Modaraba Company or its management but to 
provide more time to decide whether the Modaraba should be kept operational or 
not. 

(Copy of the reply dated April 10, 2018 to the show cause notice dated April 02, 
2018 is attached as Annexure R) 

15. That a hearing in the matter of aforesaid show cause notice was fixed by the 
Petitioner in April 16, 2018. Upon request of the Respondents, the hearing was 
rescheduled for June 05, 2018. On the said date, the CEO along with all directors 
of the Respondent No. 2 Modaraba Company attended the hearing. During the 
hearing, the CEO of the Modaraba Company admitted the contents of the show 
cause notice which warranted winding-up of the Modaraba under section 23 of the 
Ordinance. The CEO also informed that the parent company NBP has decided to 
inject Rs. 300 million in to the Modaraba. Upon this commitment, the Petitioner 
provided another opportunity to the Modaraba Company to continue and 



turnaround the Modaraba by utilizing the funds to be injected by the parent 
company (NBP) in the best interest of the certificate holders. 

16. That the Modaraba Company and its consultants vide letter dated October 02, 2018 
filed a formal application dated September 04, 2018 in terms of section 83 of the 

Companies Act, 2017 for issuance of new modaraba certificates (other than right) 
at par value of Rs. 10/- each, valuing Rs. 300 million to NBP. In the best interest 
and to support the Modaraba, the approval for issuance of other than right modaraba 
certificates was granted on December 03, 2018 to the Modaraba Company. 

(Copies of the letter dated October 02, 2018 along with application dated 
September 04, 2018 and approval dated December 03, 2018 are attached as 

Annexure S & T) 

17. That after the approval dated December 03, 2018 and subsequent correspondence 
and emails exchanged between the Modaraba Company and the Petitioner's office, 
it was revealed that the National Bank of Pakistan had sought no objection 
("NOC") of the proposed injection of funds from the State Bank of Pakistan 
("SBP"), which till date has not granted the requisite NOC. 

18. That the Petitioner heard the Respondents in detail and considered all the relevant 
facts, documents placed before it, granted sufficient time to the Modaraba Company 
and Respondents No. 2 to 8 for recapitalization of the Modaraba. However, the 
Respondents were completely failed to come up with any concrete plan and to fulfil 
its commitment to inject the funds. The matter of injection of funds in the Modaraba 
is lingering on since July, 2018 The continuous losses of the Modaraba during the 

5& • OL IIVC ycws nave wipeu out almost the entire paid up fund of the Modaraba. Due 
o non-availability of working capital, entire business activities of the Modaraba 

;	 rj e at halt. Further, as per the annual audited accounts of the Modaraba for the year 
ftknd June 30, 2018 and June 30, 2019, the accumulated losses of the Modaraba are 

',•7 continuously increasing and have reached to Rs.285,810,707/ and 
Rs.3 16,065,303/-, respectively. The equity of the Modaraba is already negative and 
there are remote chances of revival of the Modaraba and resultantly any return 
accruing to the modaraba certificate holders, under the above circumstances. 
Among other items, operating expenses alone of Rs. 71.81 million (2018) and Rs. 
52.35 million (2019) are contributing towards further deterioration of public funds 
every year. 

rn :  

19. That as per the aforesaid audited accounts and financial statements of the Modaraba 
for the year end June 30, 2018 and June 30, 2019, the accumulated losses of the 
Modaraba have exceeded more than fifty percent of the total amount subscribed by 
the Modaraba Certificate holders. The Modaraba is, therefore, failed to arrest 
further deterioration in both asset quality and performance of the Modaraba with 
the result that the accumulated losses have in fact exceeded more than 100% of the 
paid up fund. The Petitioner, therefore, keeping in view all the aforesaid 
circumstances and record of the Modaraba, exercised its power under section 23 
(1)(ii)(b) of the Ordinance and passed an order dated October31, 2019 and declared 
that as the accumulated losses of the Modaraba have exceeded more than fifty 
percent of the total amount subscribed by the modaraba certificate holders, it may 
be wound up in the public interest by filing an application for winding up before 
this Honorable Modaraba Tribunal, Lahore. 



Li 
(Copy of the order dated October 31, 2019 Ic attached herewith as Annexure U) 

20. That the Modaraba is liable to be wound-up, inter alia, on the following: 

GROUNDS 

A. That the Respondent Modaraba has closed its business/operation and is incurring 

continued losses as mentioned in the Modaraba's statutory Auditors' report for year 

end June 30, 2017, June 30, 2018 and June 30, 2019. The Respondent No. 2 

Modaraba Company has also failed to provide any concrete plan to the Registrar 

Modaraba for its revival and due to which it is observed that prima fade, the 

business of the Respondent Modaraba has been suspended for the same period. 

B. That the statutory auditors, have categorically mentioned in their audited reports 

for the years end June, 2017 to June, 2019 that the Modaraba has suspended its 

business and recurring continuous losses and keeping in view its negative equity, 

liabilities far exceed than its assets, non-compliances and cessation of commercial 

operations of the Modaraba, cast a huge doubt on Modaraba's ability to continue 

as a going concern. 

.j urthermore, the Auditors' of the Modaraba have been giving adverse opinions in 

;'4. 

•?( / 2019 and the same was prepared keeping in view the Respondent Modaraba as a 

non-going concern. 

?b heir reports to members on the accounts for the year end June 30, 2017 to June 30, 

D. That the management of the Modaraba Company has failed to come up with any 

concrete plan for revival or recapitalization of the Modaraba despite ample 

opportunities and time has already been granted to the Modaraba Company and its 

management since 2015. 

E. That it is settled principle of law that "a Modaraba" is liable to be wound up under 

section 23(1)(ii)(b), if the accumulated losses of the modaraba exceed fifty per cent 

of the total amount subscribed by the holders of the Modaraba Certificates. 

F. That the substratum of the Respondent Modaraba has been lost, as the Modaraba 

has admittedly closed its operation and resultantly not doing any business since 

then. Reliance is placed on (PLD 1990 Sc 763). 

G. That the accumulated losses of the Modaraba have exceeded more than fifty percent 

of the total amount subscribed by the Modaraba Certificate holders. The Modaraba 

Company, therefore, failed to arrest further deterioration in both in asset quality and 

performance of the Modaraba with the result that the accumulated losses have in 
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fact exceeded more than 100% of the paid up fund. The Modaraba, therefore, is 

liable to be wound up under section 23(I)(ii)(b) of the Ordinance. Reliance is place 

on 2009 CLD 85 Karachi. 

H. That in the circumstances mentioned above and under the provisions of the section 

23 with all other applicable provisions of law, the Modaraba is liable to be wound 

up. 

I. That additional grounds may kindly be allowed to be raised during the proceedings 

of the petition. 

J. That in view of the above it is therefore in the interest of justice and also just and 

equitable that the Respondent Modaraba i.e First National Bank Modaraba may 

kindly be wound-up. 

Verified on oath at Lahore on this 3"tMay of May, 2020 that the contents of the above affidavit 
are true and correct to the best of my knowledge and belief 

Certified that the above/under/back 
Was Dee! are '' on •a before j / by Mr/Ms. S .'A.4..s S - 
Sb, D/o, w,, 
R/o 'Ss..ç - - 
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n to me" 
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CERTiFICATE OF INcORPORATION 

(Under SeCtion 32 of the Companies Ordlnanct, 1984 (XL Vii of 1984) 

Company Registration No L 05372 of j99293 

I hereby certify that  'NATIONAL BA-Nt MUDARABA NANAOEME7fl 

COMPANY LINVDP' 

Ix XX  

is this day ineorpomted under the Companies Ordinance, 984 

(XLVII of 1984) and that the càrnpany is limited by shares.  

w 

Given under my hand at  Labors  

thIs 6' day of  ugit1QQ  

one thousand nine hundjed and  Ninety two  

;.tpee Its.  2,26.600/- (RUPEEs  TWO LA-CS TWENTY F-tat THOUSAND 
SXX I3UNDRW Ott). 
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OFFICE OF THE REGISTRAR 

MODARABA COMPANIES AND MODARPJJA 
STATE LIFE BUILDING 7-BLUE AREA 

ISLAMABAD 
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MOAARABA AUTHORIZATION CERTIFICATe 

Certified that having considered the application for permission 

to float Modaraba under Section 8 of the Modaraba Companies and 

Modaraba (Fioatation and Control) Ordinance, 1980 by M/s. National 
Bank Modaraba Management Company Limited and having received 

the requisite certificate from Religious Board, and being satisfied 

that it would be In the public interest so to do, I, in exercise of the 

powers conferred under Section 11 of the Modaraba Companies and 
Modaj-aba (Fioatation and Control) Ordinance, 1980 do, hereby grant 

authorization to M/S. Natinal Bank Modaraba Management Company 
Limited to float the modaraba namely 1st National Bank Modarba 

subject to t:he conditions stated herein or those that may be 

prescribed or Imposed from time to time. 

Issued under my signature and seal at Islamabad this 7th day 
of November, 1995 



AZ ARM r Depu 4  Director I; eurftw and Exchange 
of Pa1cj 

axnabad 

h True Copy Certifi 

At 

CONDITIONS:  

- 

1. The modaraba shall be floated within twelve months from the 
date of this authorization. 

2. The modaraba shall not undertake any business other than 
those specified in the prospectus. 

3. The modaraba shall not dlsinvest or create encumbrance in 
favour of any person on any part of the investment in the modaraba. 

4. The modaraba certificates shall be listed for trading In Stock 
Exchange. if the application for listing of the modaraba is refused by 
the Stock Exchange, the company shall forthwith repay the money 
received by It from the applicants. 

5. 'The modaraba certificates to be subscribed by the management 
company and/or sponsors, of the modaraba company shall not be 
transferred except with the prior written authorization of the 
Registrar. 

6. No change shall be made in the directors of the modaraba 
company or management of the modaraba except with the prior 
written consent of the Registrar. 

7. A report about the public offer and subscription, allotment 
basis, fulfillment of underwriting obligations and related matters 
shall be furnished to the Regisuar within two months of the date of 
publication of the prospectus. 

8. Dates of opening and closing of subscription lists as agreed by 
the Stock Exchange shall be incorporated in the prospectus. If these 
dates go beyond three months of the date of this cèPtlficate, then the 
prospectus shall be had cleared afresh before pqblicatlon. 

9. Underwriting commission shall not be payable on the shares to 
be taken up by the National Investment Trust. 

10. The modaraba company shall comply with the conditions, If 
any, Imposed by the Controller of Capital Issues in his consent order. 
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.1 'Ti. Details of the investment portfolio of the modaraba indicating 
with reference to each individual security/share, besides other 
matters, the name and face value of the securities/shares purchased, 
the prices at which they were purchased, their market value as on 
the last date of each half-year, percentage of holdings with reference 
to the Modaraba Fund, and the total value of the individual 
security/share, shall be furnished to the Registrar within one month 
from the close of each half-year. 

12. The prospectus shall be published in the press not less than 
seven days and not more than thIrty days before the date on which 
subscription list will open. 

/13. The modaraba company shall take a decision within ten days of 
the closure of subscription list as. to what applications have been 
accepted, and shall refund, within, ten days of decision, the 
application money to the applicants whose applications have not 
been accepted. 

14. Dates of execution of material contracts shall be incorporated in 
the prospectus and verified photo copies thereof submitted to the 
Registrar before issue/publication of the prospectus. 

1.5. The modaraba. company shall not engage in any business which 
is of the same nature and competes with the business of the 
modaraba. 

certificate of the Auditors' shall be 'flied with the Registrar before 
Issue/publication of the prospectus. 

16. A duly signed final copy of the prospectus containing original 
I 

17. The company shall set aside for the modaraba, free from any 
encumbrances, a portion of Its paid-up capital not less than two and 
a half million rupees. 

18. The objects outlined in the prospectus shall be achieved and 
the business operation conducted on the basis of business 
arrangements and agreements as already apprpyed by ReIigioM 
Board. In case any new arrangement is to he entered into, approval 
of the Religious Board shall be obtained. 
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23 
:). A quarterly report duly signed by chief executive regarding 

operations of modaraba during quarter with number and nature of 
agreements executed by modaraba with different parties, shall be 
flied with the Registrar, by 7th of the month succeeding the quarter. 

20. Future business plans, scheme, prospectus, expected rate of 
return and mode of distribution of profit etc shall be filed with 
Registrar Modaraba within seven days, after a decision Is made by 
Board of Directors, for further issue of Modaraba Certificates. 

21. The contents of "prospectus" shall not be altered without prior 
written approval of the Registrar. 

22. Five published copies of the" prospectus" along with copies of 
all Newspapers in which prospectus has been advertised shall be 
flied with Registrar within seven days of its publication. 

     

 

23. All Modaraba Finance/Investment (Musharika, Murabaha and 
P&L) shall be subject to following conditions:- 

M 

i) Commitment not to be more thanV2O% of paid up 
fund of modaraba and 20% of the capital of any J company/individual etc. 

ii) The modaraba must disclose in its annual accounts 
all fInance/investment exceeding 20% of paid up; 
funds. 

iii) It will also give in its annual accounts an aged 
analysis of bad and doubtful receivable along with 
efforts made to recover the same. 

iv) It will disclose in its annual thèöfihj ts all finance 
taken alongwith the1rThi11izat10n/jnvestment 
during the year. 
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No accommodation will be made to the Chief 
Executive, Director Sponsor, Officer, their spouse, 
brother or sister or any of the lineal ascendants or 
descendants of the director or to firms! and 
companies in which they have interest as partner, 
director or shareholders. (Major shareholders in 
this context would mean any person holdin'5or 
more capital). — 

(MUHAMMAI) YUNUS KHAN) 
REGISTRAR. 

MODARABA COMPANIES AND MODARABA 

Islamabad 7th day of November, 1995. 

Cc 
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1.2 Name of the Company NATIONAL BAIOC MODARABA MANAGEMENT 
COMPANY LIMITED 
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THE COMPANIES ACT, 2017 
THE COMPANIES (GENERAL PROVISIONS AND FORMS) REGUlATIONS, 2018 

ISedion 130(1) sad Reguladon 41 

ANNUAL RETURN OP COMPANY HAVING SHARE CAPiTAL 

PART-I 
(flare coswleta 4', o7ns or In bad blvd a*thj 
1.1 CUIN (Registration Number) 

Seetlo.-A 

2.! Registered office address 
Oroung Floor NBP RBQ Building 26 Melagon Road Lahore  

iafo(ãhibmodaraba.com  

042-99211200 

Principal line of business 

Mobile No. of Authorized officer 
(Chief Executive/ Directorl 
SecretaiylChiefFinnncfaj Officer) 

Modaraba Management Company 

Company 
0346-4694997 

Authorized Share Capital 
Classes and kinds of Shares No. of Shares Amount Face Value 

Ordinary Shares 15,000,000 150,000,000 10/- 

Paid up Shait Capital 
Classes and kinds of Shares No. of Shares Amount Face Value 

Ordinary Shares  10,500,000 105,000,000 10/- 

2.6 

2.7 

2.8 

2.2 Email Address; 

2.3 Office Tel. No.: 

2.4 Office Fax No.; 

2.5 

dd 
5 2 2 4 0 9 

5 4 2 U 2 9 1 

1.4 FormAmadeupto 
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Name 

Address 

e-mail 

Name Cornelius Lane & Mufti 
Address Nawa•i-Waqt House 4- Shahrah-e-Fatixna Jinnah Lahoro 
NICNo 

S 

4,  
2.9 Particulan of the holdingfaith. Idimy CORWUY2  if fly 

Name of company Holding'Subsidiary % of shares held 
National Bank otPtkistan Holding 100% 

2,10 Chief Executive Officer 

Name Abbas Anm 
Address 112 Riwaz Garden Lahone 
NICNo 3 IS 12 10 12 12 i J7 (6 J2 12 IS 5 

2.11 ChIef Fluaclal Officer 

Name Faith Aslam 
Mdress 155 C Punjab Co-opcmtive Housing Society Defence Road Lahonc 
NICNo 3 5 J2 jo ji js 13 (6 16 j6 2 3 16 

2.12 Secretary 

Name Faith Astam 
Address 155 C Punjab Co-operative Housing Society Detencc Road Laboic 
N1CNo 3 J5 j2 0 1 j$ 3 6 j6 6 2 j3 j6 

2.13 LegalAdvisur 

2.14 PartIculars of Auditor(s) 

Name Address 

Mjum Asint Shahid 
Accountants 

ihnian  Chartered I-Inter Floor Eden Centre,43 Jail Road Lahore 

2.15 PartIculars .f Share Registrar (if applicable) 

2.16 List of Directors as on the date annual return is made 

Name of Dirsact Residential flatlanault NIC (Passpcn Na. It foreigner) Oat, of 
V - 



1.Mrlmran 
Maflk 

ilouse#12 
C flq  Street 
off 
Khayaban e 
Sehar Phase 
VIDHA 
Karachi 

Pakistan 
I 

4230144 1458 7530072018 

0'308082017 2.Mr.RehmatAIi8B/Ii, 
Hasnie Kbayeban-e- 

larlq, Phase 
VI,DHA, 
Karachi 

Pakistan 
I 

35201 2 4 6 15 1 

3.MrJamal 
Baquar 

— 

HouseS 
85121t, 

Street 
Khayabane 
Sehar Phase 
VIDHA 
Karachi 

PakIstan4 23013 193916508082017 

4.Mrkhawaja 
Waheed Baa 

100/7 

Saint 

John'., 

Park 

Loisore 

Canli 

Pakistan 352011599642 119t0201.6 

SiarnalNasim H.No.333, 
Street 7, 
PAF Falcon 
Housing 
Scheme, 
Shaheed-e-
Mfllat Road, 
Karachi 

Pakistan 3 5 2 0 1 2 3 2 7 3 4 1 9 21 04 20 3.7 

6.Muhammad 
Iqbal Hussain 

Houseflo 
105 Street 
s*4cartnr 

PakIstan 611010820028 121042011 

G-fl2 
\s*n'.abaó 

7.Mr Abbas 112, mwaz 
Azam Garden  

Pakistan 31 S} 21 01 21 2 ii 7 I &I 2) 21 81 512810212011 
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Latiore 

- -
Use separate sheet, (fnecessa?y 

2,17 List of members & debenture holders on the date upto which this Form is made 

SN Folio N Name Addre 
as 

Nationali 
ty 

No. of 
shares 
held/Deb 
enture 

NIC No. (Passport No. if foreigner) 

Mensben 

08 National lank 
ollstmn 

1.1. 
clwndri 
ear 
Road, 
Karachi 

10.498.500 

31 Khawaja 
Waheed Raza Saint 

John's 
Park 
Lahore 
Cantt 

1OO/1PakMan 50035201-1599642_I 

34 jainalNatirn 
33. 
Street 
7, PM 
Falcon 
Housin 

I 
Schern 
C, 

Shahe 
the-
Millat 
Road, 
karachi 

H.No.3Pakistafl 50035201-2327341-9 

36 Mith.m.nad 
iqbaitluuain 

House 
No 105 
Street 
589 
Sector 
6-13/2 
Isiarna 
bad 

50(611O1.082oo2s.1 

Debenture holden 



a 

Nt 

Use eparase shen Lf necessary 

2.18 Tranaferof shares (debentures) since last Form Awas made 
S# Name of Transferor Name of 

Transferee 
Number of shares 
transfrrred 

Date of registration 
of transfer 

Amir Ant National Bank of 
Pakistan 

500 29-06-2018 

fiebenturtholdcrs 
IN/A 

V 

se separate sheet, fnccessaiy 

pART-rn 

Declaration: 

I do hereby solemnly;  and sincerely declare that the infonnation provided in the form is: 

(1) true and correct to the best of my knowledge, in coOsonance with the record as 
maintained by the Company and nothing has been concealed; and 

(II) hereby reported after complying with and fulfilling all requirements under the relevant 
provisions of law, nites, teguistions, directives, circulate and notifications whichever is 
applicable. 

3.1 

32 Name of Authorized Officer with 
designation/ Authorized Intermediary 

Part Aslam CFc 
Secretary 

3.3 Signatures 

3.4 Registration No of Authorized Intermediary, if applicable 

Da Month Year 
3.5 Date A t 6 2 [0 fl(9 

JNSTRUCFIONS FOR FILLING FORM-A 

1, The Penn shall be ma4e upto the date of last AGM of the Company or the last date of the 
calendar year where no AOM is held during the year. 

2. Under S. No.2.17 above, the aggregate number of shares held by each member should be stated. 
3. When the share are of diffrcat classes the columns should be subdivided so that the nwnhcr 

of each class held, is shown separately against S. Not. 2.7,2.8 and 2.17 
4. II the space provided in the Form is insufficie$, the required infonnatlon should be listed in a 

separate statement attached to this retain which should be similarly signed. 

I S 



, ..' 

I 5. In case a body corpomte is a member, rcgistntion number may be mentioned instead otNIC 
number. 

6. In case of foreiajz nationals, indkate "passport numbes" in the space provided for "MC No?' 
Pakistani nationals will only indicate "NIC No." 

7. This toni, is to be filed within 30 days of the date indicated in S.No.l.4. 

.4 
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fORM 29 
THE COUPANIES ORDINANCE, 1584 

(Secon 205) 
PARTICULARS OF DIRECTORS AND OFFICERS. INCLUDING 'THE CHIEF EXECUTIVE. MANAGING AGENT, SECRETARY. CHIEF 

ACCOUNTANT, AUDITORS AND LEGAL ADViSER, OR OF ANY CHANGE THEREIN 
Plea. complete In typnc$pt orin bold black cApitals. 
1.  CLJIN (Incorporation Number) 0 0 2 S 0 S 1 

2.  NameofthoCompany NATiONAL BANK MODARASA MANAGEMENT COMPANY UMITED 

3.  Fee Paid (Pa.) of the Banli 13 2 0 0 Name & Brancft MCB—NlaOwnhed,LHR 

Day Yew 
4.  RCSUI NO. N- 20 19-037067 Oat. a 2 0 4 2 a a 

M-201 9-041065 2 0 4 2 a a 

t Mode Cub of pa)Tn.nt 

8. Paitoulart 
Pmaent Name fl 
Fu8 

NIC No or 
paaaDorl No, In 
cAll of Foreign 
Natnal 

Father'.! 
HutMa 
Nfl 

Usual r.aldenai 
address 

Dosipoadon NaUonallY' eithi.a. 
Occ.p.t&' 
(V any) 

p 

OS. OS 
pmaaot 
appob*Tlont 
Or thano. 

Mode of 
appolntn.i*/ 
thanQe I any 
other Remadis 

(a) ) Cc) Id) (a) (fl (a) (Ii) (I) 
8,1 Now appolnbn.ntfolactlon: 
W Imran MaSk 423014414587-5 Mr. MaSk 

MI*IaInUMd 
Aeiam Kban 

HouseS 12 C ( 
Snot Of! 
IO,ays ban 8 
Slw Phase Vi 
DNA Karachi 

Dkectce Pakiflol Service 30-07-1018 Noànsdae by 
NBP 

ocr Thornton N/A WA 14Sr Soar, Ct. 
Cent's, 43 JS 
Roa4 Laker. 

3itai7 
Aadtra 

DMA Cted 
laoflt 

-1 1-2018 Açpdnt.d byte 
ocr — RSMa. 

6.2 CeasIng of ofllcelRednrnentlRsalgnatlon: 

çoc 



S. 33 
e 

At .4on* 
4220121T40934 M&*,IFI1*4 

Mt lJmw 
NIT 6 Floor 

402 Al Madba 
Pride Fadso. 

Jinnali Colony, 
J.wsbcd Road, 

Ofrector PaldatarU ServIce 01-07-2018 Raignaton 

Er,wt&Voung 
Ford RlO 
SI&tltyd.r 

WA WA Mdl Vkw 
Dotafrig,4 Dank 
Squn P.O Box 
No 104 Idiot, 

sbbjtory 
Aaatoa 

PA Chewed 
Acco.nt 

23-11-2018 C.sijSvaancy 

6.3 Amy other change In pa,ticula,. nl.tlng to columns (a)  to(g) above: 

7. N.m. of Signatory Perth AsIan, 8. DesignatIon Company Secretary 

a. sign*turesofChlef 
Ex.cidlvds....p, 

ILDe 
Day Math 
1 2 0 4 2 0 1 9 

bite au dl (11,114 Mnsne, ddaaM uteri TTpISeI.d pste4emd usd1 paruiur, uiidth. e On 1*C audi anmel telilt. 
- bi the ra11xiyS ante roavlay ototlgbi. tde Ia uelty us 'ed 

Ako p.e.ld. p.s Sediut £......H.a IC o1 1W wy.•. 

belt 



• 'u1cQMrANw$ ORDINANCE 1984 
El? . - - - 

C9MI'ANY  IR4fI'PJ) SI(Mtk.S 

- OAtflANLMODRABAMANAdSM' nflfl&M& . 

LIMITED 

ChazieieiI AccoufitNils 

0 Ø1' 

MEMORANDUM " 9 

AND 

ARTIcLES OF ASSOCIATION 
'I 

OF' 

Husal" Shah Rahrnan, 



'3- 

ITHE COMPANIES ORDINANCE )984J 

MEMORANDUM OF ASSOCIA11ON 4 

OF 

NATIONAL BANK MODAJIABA MANAGEMENT 

COMPANY UM1ED 

(COMPANY LIMITED BY SHARES) 

The name of the Company is NATIONAL BANK MOO*RABIMAN-
GEMENT COMPANY UMITED. 

II. The Registered Office of the Company will be situated at Lahore In the 
Rrovince of Purijab. 

lii. - The company will be a subsidiary of National Bank of Pakistan and the 
objects for which the Company is established will be governed by the 
Modaraba Companies and Modaraba (Floatatlon and Control) Ordi-
nance, 1980. the company will undertake any or all of the following 
business in end outside Pakistan, except for any activity which are 
inconsistent with Sharia's: 

1. To initiate, sponsor, promote, float, organise, manage. adminis-
ter, operate, modaraba funds and mcdarabas of all types and 
descriptions, mutual funds, unit trusts and other similar con-
cerns either in syndicates or otherwise for the purpose of under-
taking all activities which a modaraba can undertake under the 
law providing that none of these enterprises would be engaged 
in or the funds thereof invested in any venture; the activities of 
which are contrary to the injunctions of Islam or which involve 
the element of nba in any form whatsoever. 

2. To invest or participate in and to collaborate or co-operate with 
eny modaraba company, rnodaraba fund, modaraba, mutual 
fund, unit trust, and olher similar concerns either in syndicates 
or otherwise providing that none of these enterprIses is or 
would be engaged in or the funds thereof invested in any ven-
ture; the activities of which ate contrary 10 the Injunctions of 
Islam or involve the element of nba in any form whatsoever. 



,, . '-...: 
3. To act as professional,4rnj in-vuctmpntancJ technical 

consultants end a viorand fovlpe or as[st In providing of 
any professional, technical and managerial 

or assistance to any ungçtfldcg or enterprise whatsoev- 

/ 4. To undertake and execute trusts of all kinds and also to under- 
take the office of Attorneys and to discharge the duties and 
functions incident thereto. 

To act as nominee or agent either solely or jointly for any 
person or parsons, company, corporation, government, state or 
province, or of any municipal or other authority or pubhc body. 

6. To hold In trust as trustee or nominee of any person or persons, 
company, corporation, government, state or province or of any 
munjcipal or other authority or public body and deal with. 
manage and turn to account any real and personal property of 
all kinds and in particular shares, stocks, debentures, securities, 
scrips, participation term certificates, terms fInance certificates, 
finance certificates, rnusharika certificates, rnodaraba certifi-
cates, insurance policies, book debts, claims and choses-in-
action, lands, buildings, business concerns and undertakings, 
mortgages, charges, annuities, patents, licences, and any inter. 
est of whatsoever kind in real or personal property Or against 
any person, company, corporation or body. 

To negotiate loans and to act as agents for the loans, payment, 
transmission, jpvA.tmont  Rod rnllgriictn nf rnnaey, and for the 
management ê?W realisatiori of property subject to Companies 
Ordinance, 1984, and generally to transact all kinds of agency 
business except Managing Agency. 

To furnish and to provide deposits and guarantee funds required 
En relation to any tender or application for any contract, Conces-
sion, decree, enactment, property or prIvilege, or In relation to 
carrying out of any contract, concession, decree or enactment. 

To subscribe for, take, acquire, underwrite, and deal in stocks, 
shares, bonds, mortgages, modaraba certIficates, pactkspanon . 

/ tetm-eeW.Uca4es, term finance certificates, obligations and 
securities of eli kinds. 



LI 

).Dr To carry on r6  transactsf kind of gjetantee andjndemnity 
business api any kindftfcounter-gpafëntee andac r 'ndem-
nity busjfl'ess. 

To pay, sat,sfv,,øi cornpromj.i'eny clairnss,ade agajDst the 
S. •' 

Company '.ctf1ch It mavj.flm expediojtto pay,,.fltisfy or 
kr cornpro

1
Jeb, riotwithata ing that thp.*me mar4bt be recov- 

• '*W To undertake the office of receiver, liquidator, attorney and 
• delegate, and to discharge the duties and functions Incidental 

thereto under the Modaraba Companies and Modaraba (Floata-
don and Control) Ordinance, 1980. 

To keep for any company, government authority or body, any 
register relating to any stocks, funds, shares or securities or to 
undertake any duties in relation to the registratIon of transfers, 
the issue of certilicates or otherwise. 

U- 

3M7  

To receive end hold securities and valuables of all kinds for 
custody and generally to carry on the business of a sale deposit 
company, also to collect and receive all dividends, share of 
profit and other payables or receivables in respect of any of the 
securities so held as allowed by the Modaraba Companies and 
Modaraba (Floatatlon and Control) Ordinance, 19B0. 

To take or concur in taking all such steps and proceedings as 
may seem best calculated to uphold and support the credit of 
the Company, and in particular to obtain the guarantee or 
Indemnity of any company or person for the benefit of any 
person or company dealing with or concerned in the perform-
ance of any duty or obligation by the Company. 

To purchase or otherwise acquire and undertake all or any part 
of the business, property and liabilities of any person or compa-
ny carrying on any business which the Company is authorlsed 
to carry on, or possess property suitable (or the purposes of this 
Company. 

To enter into any arrangement with any government or authori-
ties, supreme, municipal, local or otherwise, and to obtain from 
any such government or authority all rights, concessions and 
privileges that may seem conducive to the Companys obiects 
or any of them. 
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To enter into any partnership or into any arrangement for shar-
ing profits, union of interests, joint ventures, reciprocal conces-
sion or co-operation, with any person or company carrying on or 
engaged In or about to carry on or engage in any business or 
transaction which this Company Is authorised to carry on or 
engage in, or any business or transaction capable of being 

onducted so as directly or indirectly to benefit this Company, 
nd take or otherwise acquire, and hold shares or stocks in or 

securities of and to subsidise or otherwise assist any such 
company, and to sell, hold, re-Issue, with or without guarantee. 
or otherwise deal witp.9bgpr securities. 

Generally to purchasZ%tidnfl i or otherwise acquire any 
real or personal properiind any rights or privileges which the 
Company may think nacessary or convenient with reference to 
any of these objects, or acquisition of which may seem caicu-
lated to facjlitate the realisation of any securities held by the 
Company, or to prevent or diminish any apprehended loss or 
liability, or which may seem capable of being profitably dealt 
with by way-of re-sale or otherwise, and in particular any lands, 
buildings, ground rents, reversions, policies of assurance, life 
Interests, cheses-in-action, book debts and other assets. 

äó. To establish and support, or to aid In the establishment and 
support of associations, institutions, funds, trusts and conven- 
iences calculated to benefit any of the employees or ax-employ-
ees of the Company or its predecessors in business, or any of 
the dependents or connections of any such persons, and to 
grant pensions and airowances to any such persons, dependants 
or connections and to make payments towards insurance there-
of respectively, and generally to suhcribe or guarantee money 
to or for charitable or benevoient objects, or to or for any exhi-
bition, or to or for any public, general or useful object. 

p 

r'ø  
To sell or dispose of the undertaking of the Company or any 
part thereof for such consideration as the Company thinks fit. 
and In particular for shares, debentures or securities of any 
other company having object altogether or in part slmUar to 
those of this Company. 

To promote any company or companies for the purpose of 
acquiring all or any of the property, rights and liabilities of this 
Company, or for any other purpose which may seem directly or 
indlrectiy calculated to benefit this Company. - 

4--s 
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To içvoa ogtd deal with the moneys of the Company, not 
immellately required, upon such securities in such manner as 
may from time to time be determined. 

To obtain ap Act of the Government of Pakistan for enabling 
the Company o carry any of its objects into effect, or for ef-
fecting any modlflcation of the Company's constitution, or for 
any other purpose which may seem expedient and to oppose 
any proceedings or applications which may seem calculated 
directly or indirectly or prejudice the Company's Interests. 

To borrow or secure the payment of money in such manner and (\ 
on such terms as "nay seem expedient, and in particular by thet \cttt 
creation of debentures or 
peflhfiQatos and term finance certificates. mortgagis, charges or 
b'ther secufities whatsoever, whether specific or general, and 
whether perpetual or otherwise, and whether charged or not 
charged upon the whole or any part of the property of the 
Company, both present and future, 

To procure the Company to be recognised in any country out-
side Pakistan. 

To distribute any of the assets of the Company in specie 
amongst its members or any class or classes of members or any 
Individual member in case of liquidation. 

To pay all expenses of and incidents at the formation and 
launching of the Company, and to remunerate any parties for 
services rendered or promotion of the Company, or tha conduct 
of its business. 

To do all or any of the above things in any part of the world, 
and either as principals, agents, contractors, or otherwise, and 
either alone or in conjunction with others, and either by or 
through agents, sub-contractors or otherwise, and either for 

j reward or gratuitously. 

To sell, Improve, manage, develop, exchange and enfranchise, 
mortgage, dispose of, turn to account or otherwise deal with all 
or any part of the property and rights of the Company. 

- -V 



To carry on any other modaraba business which may seem to 
the Company capable of being conveniently carried on in 
connection with the above or calculated directly or indirectly to 
enhance the value or render profitable any of the Company's 
property or rights. 

To do all such other things as are incidental or conducive to the 
attainment of the above objects and so that the word 'tampa-
ny in the clause shall be deemed to include any partnership or 
other body of persons whether incorporated or not Incorporated 
and whether domiciled in Pakistan or elsewhere, and the inten-
tion is that the objects specified in each paragraph In this clause 
shall, except where otherwise expressed in such paragraph, be 
in no way limited or restricted by reference to or Inference from 
the terms of any other paragraph of this clause or the name of 
the Company. 

NotwithstandIng anything written above in this clause, the 
Company or any modaraba floated by it shall not engage in any 
banking activltyr any activity or business which is contrary to 
the Injunctions of Islam or which may Involve the element of 
riba In any form whatsoever.4 ... , .t.. 

— - h -''n 
.c £ 

iv rhe liability of the members is limited. 

SHARE CAPiTAL 

V The Authorised Capital of the Company is Rs. 150,000,000/- (Rupees 
One hundred fifty million only) divided into 15,000,000 (Fifteen mil-
lion) shares of Rs. 10/- (Rupees Ten) each. 
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We, the several persons whose names and addresses are subscribed hereto, 
are desirous of being formed into a Company in pursuance of these Memo• 
randum or Association and we respectively agree to take the number of 
shares In the capital of the Company set opposite out respective names; 

tfla Prn.al AM FIM?. Prn.Mf Occupatlea! Host 

Fesa.t Wages Nan. be Fdl Fomwr R..Id.edS Shares 

Aadt.ann Nada..J1ty Addr.nln flby 
Sal each 

subacrib., 

Signatur. 

Sm. SAM ILM Mg, FatS f101 Pakistes B.nk.r 

NoMne, or 44.0. eock.s. 

Netlonal Bark Mat *oad, PfCI4S. 

ci Psictgta$ KatecS 

MA, CASED Mr. Sh..suddln Kaci Pakht.rJ 5ar&t 

ARMED KAZI ç.j7/a slack No.5 

INonMnss of 23 Ps.k View 

Nadoaal Bank Ap.nmen', flfton. 

of Pakistan) 

S - \ — 
MIt. hVHAkt.t0 54. 6ht1.ni  Nfl PaJsias Ba.*.r 

YA000SVARDAO Ill/IA Sire.,, 

(Non),,., Dl Khy.bar,..Shshsefl 

NatIonS Bark flal.nc. Hovsl.i; 

ci P.M.,.,,) Aulhañty. PIi.ae.5 
KenetS 

2) 5-4/25 
curd Siagh Road 
Cu MCI 

Sm. ZAFAR Mr. SI.Slth Fatal Pab.t.tani Sank., 

IQBAL SALEEM KMIW. ii I•MSn Culberg. 

(PlonStae of leler• 

N.tlonfl r.le) . 2) H. No. 259. 

ci Pakistan) Su.et No. 14, 

— - . . F-tO!!. sla.i.ebad • p.54 &iduC - 

t- X 
- ri. ' 
ii ••

•1 
I. 

1.-i.I - I 

a 
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LI 
V 

Pa— Nsot Slgnat.ir 
SM,.. 
tá.n bY 

Watt. 

$.No Pr.w* And Fluq• 
Vonneldn unmrtll 
Aad Swnm. 

P.ki.l.d 
Dill.,, Colony 
Weosalt Ftoad 
P..h.ws, 

MR. MUI4AAQAAD H. ReM.. B.kb.l. 
ASLAM sriii 
'INanir... of 
N.rian.I Bait 
Of Pstjttlfl) 

r. 4. inazt Fe. Amnt Ad PMI*i.rl a.*w ' !t. 
511E1k14 C-103.5, 
4Noniin.. ci 
(lulonal Bark F.d P&k. 
at P.kl.t.nt Laliei. 

B. DR. NAJAM 
PRWAIZ 
North... of 

NnionS S.nk 
of rfll.tsnJ 
Ntiond Bark 
of P.kl.L.n) 

cli. BnNrAhnod PakistanI Bsn~si 
103$I 13th Blast 
Ph... VI 
Dslnteo 
lCoraoN 

DMSOri* dayof  2aI (512 

Ch.rt.r.d SIP, Root 
n4aM SI.,. Ufa ssIldlng No.Z 

WsIae.Ro.d 
Ott. Ii. Ctfin5dgar Ba & COMPANY RWUStRAT'ON NO•  

S.g.i.luo. 0 tea p. .Joa F41 Add,... 

Win.... Ic .1gev. Eoafu,..: 

Full Nani. Fother'i Nn 

Sv.dIhSu.I.n Sd MOI.SThI.S 
Nasal, 

LUSI&LP'OOIhULL,. il. 

4, BLUE? IJE)LI<JV, 
LNCLUDLNL US lt.t. I: 

LTkL& D.'T ON V.l. •1 

ocum7 

AXMEflhIJr1 

EG1flItAR tdr v&rSMLS 
LS.sukk &b,bjUW 

1F AZA11k  
Dep ty Director 

Spruriti a and Exchange 
saun of Pakiatan 

1e1aznbd 



ARTiCLES OF ASSOCIATION 

OF 

NATIONAL BANK MOOARAI3A MANAGEMENT 

LIMITED 

(COMPANY LIMITED BY SI-IARES) 

PRELIMINARY 

1. SubJect as hereinafter provided and except where the same are Incon- 
_slstent with these Articles of Association, the regulations containS In 
table A In the First Schedule to the Companies Ordinance, 1984 
thereinafter called lable"I shall apply to this Company. 

WIERPRETATION 

2. in these Articles unless there be something In the subject or context 
Inconsistent therewith: 

() ,4n1c1es meai these Articles of Assododon as originally frwned 
from tlnie to time altered by Special Resolution. 

Q,) The Anhoalty' means the Qupoirate Law AWhorie constituted 
the Ordinance. -, 

(4 ChOIIVWJC means the C7th1rman for the time being of the O'mpany. 

(d) Chief&ecuave means the Chief Executive for the time being of the 
Conasry as defined in Seaion 2(l) (41 of the Ordinance. 

(e) The Company means NATIONAL BANK MOA4RABA MAN-
AGEMENT COMPANY LIMITED. 

(C) Dlrecton • mean the Directors for the time being of the Company or 
the Dire .....at a duly convened meeting of Director: at w* 

jA —'-"-'q - present. 



  

It', 
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(g)
'Member' means Operso,, whose name is for the lime being emered In 
the Register of Members by virtue 0/his being a subs crib,, to the 
Memora,i4g ofAssociation of the Company or of his holding by allot- men: or otherwise any share, scrip or other Security which gives hint a 
voting rig/u In the Conyiany. 

Ui)
'Marsh - means calendar month according to the English Coiender. 

(I)
'The Office' means the Registered Office for the time being oft/ic 
Canpan)t 

0) The Orclinance 0' •f, said Ord• - Ordinance, 1984' as amendedf,,,n, lime to rime. 
(k)

'Onlinasy Resolution means a resolution passed at a general meeting 
when the votes cast (whether on a show of hand: or on a poll, as the 
case may be) In favour of the reso,rwjon by members present and voting 
in person or by proxy exceed the votes if ony cast against the resolu-tion. 

(i)
Pmjy includes an attorney duly constituted under a powe, of wior-ney- 

(m)
The Regist.,-' mewls the Register of Member, to be kept pursuant to 

Section 147 of the Ordinance. 

(n).
'The Seal' means the Common Seal or the Official Set-il for the lime 
being oft/it Qmpany. 

(o) Th Secretas means the Secretwyfiw the time being of the Compa-ny. 

(p) SpecioJ Resolution' has the meanings assigned thereto by SectIon 2(I) 
(36) oft/ic Oniinanre. 

(q) 'In Writing' and 'written' (net rn-ic priming and lithography and any 
other mode or mode: of represenling orreproc4'ucing isvnis in a visible font 

(r) )%trds imparting the singular number shall Include the plural number 
and vice versa. 

(s) 
I4Irds Imparting the masculine gender shall include the ftmmnine 
tender and vice WI-Ia. 
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(I) t4bnl, 1nyanw1 persons shall MCIwit any association, company, body 
corporate and cospo'aricns. 

(u) The headnotes are inserted for con wenlence and shall not qfia the 
cwwnjcsion of these Articles. 

(v) Subjecs as aforesaid any scrds or expressions defined in the Ordinance 
shall, except where the subject or context forbids, bear the sonic 
meaning in these Articles. 

3. The Company shell be a PUBliC UMflED COMPANY 

tb The Authorised Capital of the Company Is As. 150,000,000 IRupees 
'One hundred fifty million only) divided Into 15,000,000 (Filteen million 
sflares) of Rs. 10 (Rupees ten) each. 

tj, The minimum subscription on which the Directors may proceed to 
allotment, within the meaning of Section 68 of the Ordinance shall be 
Rupees two millIon five hundred thousands (2,500,000) only. 

INCREASE AND REDUCTiON OF CAPITAL 

5. The Company In general meeting may from time to time by ordinary 
resolution Increase Its capital by such sum to be divided into shares of 
such amount as the resolution shall prescribe. 

6. The Company may, by special resolution, reduce Its share capital in 
• any manner and with. end subject to any, Incident authorisad and 

consent required by law. 

GENERAL MEETING 

7. A General Meeting may be called at any time on atlaast twentyone 
days clear notice. 

8.,4 No business shell be transacted at eny General MeetIng unless a 
quorum of Members as-ThS-b,-etsract-Dfreetuw Is present In person 
or by proxy at the time when the Meeting proceeds to business. 

S 
I, 
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9. The instrument appointing a proxy shall be In writing under the hand 
of appointer or of his attorney duly authorised in writing under its 
common seal or under the hand of an officer or attorney so autho- 
rised. 

DIRECTORS 

10., The number of Directors shall not be less than seven In accordance 
with clause 174 of Companies Ordinance. 1984. 

IL. The names of First Directors of the Company are: 

1. Mr. Diem Elahi 

2. Mr. Saeed Ahmed Kazi 

3. Mr. 14'uhammed Yaqoob Vardag 

4. Mr. Zatar iqbel Saleem 

5. Mr. M. Jameel Sheikh 

6. Dr. Najam Perwaix 

7. Mr. Muhammad Asiam Sethi 

12. Directors nominated by National Bank of Pakistan on the Board of 
Directors may be changed, substituted, terminated any time at the 
discretion of National Bank of Pakistan. 

13. The Directors shall appoint a Chairman from amongst themselves who 
shall be the Chairman of the Board. The Chairman shall be appointed 
for such period not exceeding three years and shall receive such 
remuneration as the Directors niay determine. 

14. The remuneration of a Director for attending meetings of the Board of 
Directors to parsons other than the regularly, paid Chief Executive and 
full tiine.werking Directors shall not exceed Ps. 500/- per meeting. No 
remuneration shall be paid to the Chief Executive and other Directors 
under this Article who work whole time on remuneration for the 
Company. 
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15. The Company shall not advance loan to any of its Directors, to arty 
other concern with which such a DIrector is associated or interested In 
and to any other company which is not a subsidiary of the Company. 

16. The Directors may from time to time at their discretion obtain finance 
under any medes of finance as defined in the Banking Tribunals Ordi-
nance, 1984 or otherwise raise or borrow from any Director or Direc-
tors or any other person any sum or sums of money for purposes of 
the Company and may secure the same if so desired in any manner. 

17. No Director shall be di3quaiifled from his office for contracting with 
the Company either as vendor, purchaser1  or otherwise; nor shall any 
such contract or arrançement entered Into by or on behatf of the 
Company with any company or partnership of or In which any Director 
shall be a member or otherwise interested be avoided; nor shall any 
Director so contracting or being such member or so Interested be liable 
to account to the Company for any profit realisod by any such con-
tract or arrangement by reason only of such Director holding that 
office of the fudiclary relation thereby established, but the nature of 
the interest of such Director must be disclosed by him at the meeting 
of the Board of Directors at which the contract or arrangement is 
determined or, if his interest (here exists or In any other case at the 
first meeting of the Directors after the acquisition of his interest. A 
general notice that a Director Isa member of any specifiod firm or 
company and is to be regarded as Interested In any subsequent trans-
action with such firm or company shall as regards any such transac-
tion be sufficient disclosure under this clause and after such general 
notice it shall not be necessary to give any special notice relating to 
any particular transaction with such firm or company, provided that 
any such general notice shall expire at the end of the financial year in 
which it Is given, but may be renewed for further period of one linan-
ciaf year at a time, by a fresh notice given in the last month of the 
financial year In which it would otherwise expire. 

18. Any Director nominated by National Bank of Pakistan shall automati- 
- Gaily cease to be a Director of the Company upon his ceasing to be In 

employment of the National Bank of Pakistan for any reason whatso-
ever including deputation to any other Organisation and Regulation 50 
contained In Table A in First Schedule of the Ordinance shall be read 
In conjunctIon with this Article, 

19. The Seal of the Company shall not be affixed to any instrument 
except by authority of a resolution of the Board of Directors, and 
every instrument to which the seal o(the Company is affixed shall be 
signed by two Directors or one Director and the Secretary or of some 
other person appointed by the Directors. 
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20. The quorum necessary for the transaction of the business of the Board 
of Directors may be fixed by the Directors and unless so fixed shall be 
four. 

21. A resolution in writing signed by all th€ Directors shall be as effective 
for all purposes as a resolution passed at a meeting of the Board of 
Directors duly convened, held and constituted 

22. A Director may, subject to the approval of the Board of Directors. 
appoint any other person to be his alternate Director during an ab-
sence of not less than three months from Pakistan and such appoint- 

• mont shall have effect and such appointee which he holds office as an 
alternate Director shall be entitled to notice of meetings of Board of 
Directors and to attend and vote there at accordingly and generally to 
exercise all the rights and functions of such absent Directors subject 
to any limitation or restriction in the instrument appointing him, but he 
shall look to suph Director solely for his remuneration and he shall ipso 
facto vacate office, if and when, his appointer returns to Pakistan or 
removes him by notice, in writing addressed to the Company. 

23. The Directors may from time to time, by resolution appoint any person 
to be Secretary of the Company, and may at any time appoint a 
temporary substitute for the Secetary, who shall be deemed to be the 
Secretary during the terms of his appointment. 

24 ,The Directors, Chairman, Chief Executive, Auditors, Secretary and 
other Officers for the time being of the Company, and the Trustees (if 
any) for the time being acting In relation to any of the affairs of the 
Company, and every of them and every of their heirs, executors and 
administrators shall be indemnified and secured harmless out of the 
assets and profits of the Company from and against all actions, costs, 
charges, losses, damages and expenses, which they or any of them, 
or any of their heirs, executors or administrators, shall or may incur or 
sustain by or by reason of any act done, concurred In, or omitted in or 
about the execution of their duty or supposed duty, in their respective 
offices or trusts, except such (if anyl as they shall incur or sustain by 
or through their own wilful nogiects or defaults respectively, and none 
ef them shall be answerable for the acts, receipta, neglect or default 
respectiveiy, and none of them shall be answerable for the acts, re-
ceipts, neglects or defaults of the other or others of them, or for join-
ing in any receipt for the sake of conformity or for any bankers 0 
other persons with whom any money or effects belonging to the 
Company snail or may be lodged or deposited for svfe custody, or for 
the Insufficiency of or any deficiency in any security upon which any 
moneys of ar belonging to the Company shall be placed out or invest-
ed or for any other loss, misfortune or damage which may happen in 
the execution of their respective offices or trusts, or in relation there-
to, except the same shah happen by or through their own wilful ne-
glect or default respectively. 
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CHIEF EXECUTIVE 

25. The Board of Directort shall appoint the Chief Executive of the 
Company In accwdlnce with Sections 198 and 199 of the Companies 
OrdinanCe, 1984. 

28. The remuneration and other terms and conditions of appointment of 
Chief Executive shalt be determined by Board of Directors. 

27. The Chief Executive shalt exercise such powers as conferred on him 
by the Board of Directors. 

28. The Chief Executive may be removed In accordance with the provi-
sions of section 202 o the Companies Ordinance. 1984. 

DIVIDENDS 

29 The Company in general meeting may declare dividends, but no divi- 
dend shall exceed the amount recommended by the Directors. 

30 Any general meeting may resolve that any money, investment or other 
assets forming part of the undivided profits of the Company standlnp 
to the credit of the Reserve Fund and available for dividends, be capt-
talised and divided Into shares, and the said shares be aitotted to the 
existing shareholders by way of bonus shares at the same sate at 
which dividend would be distributed among the existing shareholders. 

DOOKS AND ACCOUNIS 

31 The Directors shall cause to be kept books of accounts as required 
under section 230 of the ordinance. 

32 The books of accounts shall be kept at the registered office of the 
Company and shall be open to inspection by the Directors during 
business hours. 

33 The Directors shall fromtlme to time determine whether and to what 
- extent and at what times,1  and places and under what conditions or 

regulations the accounta and books of the Company or any of them 
shall be open for the inspection of members (not being Directors), and 
no member (not being a Director) shall have any right of inspecting 
any account or book or document Of the Company except as con-
ferred by law or authorised by the Directors or by the Company in 
general meeting. 

S 
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ACCOUNTS AND BALANCE SHEET 

34 The Directors as required by Sections 233 and 236 of the Companies 
Ordinance, shall cause to be prepared as to be laid before the Compa-
ny In general meeting Prof It and Loss Accounts. Balance Sheets, and 
reports of Directors and Auditors. 

35 A Balance Sheet, Profit and Loss account, and reports referred to in 
the preceding Article shall be made out avery year and laid before the 
Company in general meeting made up to a date not more than six 
months before such meeting. 

36 A copy of the Balance Sheet and Profit and Loss Account and reports 
of Directors and auditors, at least twentyone days before the meeting, 
shell be sent to the persons entitled to receive notices of general 
meetings In the manner In which notices are to be given hereunder. 

AUDiTORS 

37 AudItors shall be appointed and their duties regulated in accordance 
with Sections 252 to 255 of the Companies Ordinance or any statuto-
ry modification thereof for the time being in force. 

MODARABA AND OTHER SCHEME PRELiMINARY 

38 Evary person participating in or dealing with modaraba. modaraba 
fund, mutual fund, unit or other financial scheme under "Redeemable 
Capital' as defined under clause 130-A) of aub-section (1) of section 2 
of the CompanIes Ordinance, 1984 undertaken by the Company shall 
be deemed to have notice of end be bound by the applicable regula-
tions made by the Directors from time to lime unless he has been 
adversely affected by any amendment or alteration made subsequent 
to his participating or dealing wIth the Company. 

39 Save as herein or in any regulation otherwise provided, the Company 
shall be entitled to treat the registered holder of any certificates as the 
absolute owner thereof and accordingly shall not, except as ordered 
by a Court of competent Jurisdiction or as by statute required be 
bound to recognize any equitable or other claim to or interest in such 
certificates on the part of any other person. 
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40 Decision of the Directors on any matter not provided for In these 
presents or in the regulations made hereunder or in the law relating to 
modaraba or other financial scheme shall be final and be binding on all 
certificate holders or other person dealing with the Company. 

TRANSFER AND TRANSMISSiON OF 
MODARABA CERTIFICATES 

41 No transfer shall be registered unless a proper instrument of transfer 
has been delivered to the Company. The Instrument of transfer of any 
modaraba or other certificates referred in clause 38 of this Article shall 
be signed both by the transferor and the transferee and the transferor 
shall be deemed to remain the holder of such modaraba or other certif-
icates until the name of the transteree Is entered in the register In 
respect thereof, 

42 Transfer of modaraba or ether certificates, referred In clause 38 of this 
Article, shall be effected by en instrument In the form prescribed by 
the Company. 

43 No transfer shall be made to a person who Is an infant or a person of 
unsound mind. 

44 If the Director refuses to register a transfer of any Modaraba or other 
certificate referred In clause 38 of this Article they shall within two 
months after the date cn which the transfer was lodged with the 
Company send to the transferee and the transferor notice of the 
refusal indicating reason icr such refusal. 

45 Every instrument of transier shall be left at the office for registration 
accompanied by the modaraba or other certificates referred in clause 
38 of this Article to be transferred and such other evidence as the 
Company may require to prove the title of the transterou. or his right 
to transfer the certificates,. All Instruments of transler which shall be 
registered shall be retained by the Company but any instrument of 
transfer which the Directors may decline to register shall on demand. 
be  returned to the person depositing the same. 

46 A fee not exceeding Re. ¶/- (Rupee One) may be charged for each 
transfer and shall it required by the Directors be paid before the regis-
tration thereof. 
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41
The transfer books and register of modareba and other certificate 
holders referred in clause 38 of this Article may be closed during such 
time as the Directors think fit and.not exceeding on the whole forty-
fIve days in a year and not exceeding thirty days at any one time after 
giving twenty-one days' prior notice by advertisement In atleaSt two 
newspaPefS circulating In the Province In which the registered office is 

situated. 

48
.me legal heirs of a deceased certificate holder referred in clause 38 of 
this Article according to Sharia'a (not being one of several Joint-hold" 
era) shall be the only persons recognised by the Company, as having 
any title to the moderabe or other certificates registered In the name 
of such certificate holder and on the death of one or more of the joint-
holders of any registered inodaraba or other certificates, the survivors 
shall be the only persons recognised by the Company as having any 
title to or Interest In such rnodaraba or other certificates. 

49 Any person becoming entitled to modaraba or other certificates re-
ferred in clause 3B of this Article in consequence of the death or 
bankruptcy of any modaraba or other certificate holder upon producing 
such evidence that he sustains the character in respect of which he 
proposes to act under this clause and of his title thereto as the Direc-
tors think sufficient may, with the consent of the Directors (which 
they shall not be under any obligation to givel be registered as moda-
raba or other certificate holder in respect of such modaraba or other 

icertificates or may subject to the reguiations as to transfers herein 
before contained transfer such modaraba or other certificates. This 
clause Is herein after referred to as the Transmission Clause. 

'50 The Board of Directors shall abide by the provisions and conditions laid 
down under the Capital Issues (Exemptioni Order, 1967 and or any 
modification Ihereof, 
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We, the several persons whose names and addresses are subscribed hereto, 
are desirous of Damp formed Into a Company In pursuance of these Articles 
of Association and we respectiv&y agree to take the number of shares In the 
capital of the Company set opposite our respective names: 

S.Na Ptn.r* And Ffl. Pj.nmti ooc..iMn/ Naoi Sign.wr. 
Fain., Na Na In r,.i Fon..r R.*.n8S 
And Sdn1n. N.doe.Ity Adds.. ki tth*ri by 

RI' •scli 

r 
t. MN. iNAM ELAIi 1k. mS ElaN PSdisS Saa*.r SD, 

INocnln.. .4 44-D. Uock.6, 
National Cast Rail Road, PECUS. 
ci Pdilat.n1 icw.cli 

PM. SAESO Mr. 5hi,sjdcn Kail psciufl Bwk.r 
AHMZD KAZI C-Il/A. Work No.9 

1Non,lrw. OP 23 Park viaw 
Halloi'S Bwk Aaannwnc ciltoi.. 
at PakI.twj KagacH 

S 

MR. MLJ+IAWAED Mr. Qb,Mam Jilarl. 
YA000B YARDAG 
PHonics. at 
Naganal Bank 
oP Pak)nanl 

PflJ.rwi Barth.. 
II 1 (2A Cr,..!. 
Kby.bui-.-Shaha.i 
o.iio. Hoodrq 
AuihcritIc Pb...-5 

• KacacS 
21 5-4/29 
aural Slagh Road 
flu all. 

 

 

N. ZAFM Pb. 51.5kb FaiS p.kia,aS Scnk.r 

IQSAL SALEEM K.rl,n I) S-Mali' Gdbarg. 

iNcrriria. ci L.hoqt 

National C.stl 2) II. Ho. 219. 

ci Pakistani Slr.st No. II, 
F-IQ/2. ialaa..bsd 

-.. 

nt 



Ba 'a, 
IO3$I flu1 Stint 
Pins. vi 
Dtl.ac. 

S.No. ?¼n.nt And Fad..,. 
Fonnaq Man. N.m. In FST 
AM S..nwn. 

S. MR. N. JAMEEL Mi. Am.n.t Al 
SHEIXH 
(Month,.. ol 
flttlon.I lanli 
*1 PMIJ•t.0) 

S. DR. NAJAM Cl.. SnMr Akm.d 
flRWAIz 
(Nonil,.., of S 
NlDon.j BnIt 
0' PtkMl.n 

MR. MJHAMMAD H RabIn. RKMI. 
ASLAM SETHI 
(Nonfat. of 
N.onS S.M 
trPsdn, 

4, 

ram.., 
NtonShy 

  

Bank., 
C-lOSS. 

F.I..l P.,k. 
I.pho, 

'g 
-a---  &t,i  

WaWlo.d 
PnI..w.. 

D.I.dth. d.yol  .itfr Ilti 

wbas.. I. Sic-a .Igo.o.n: 

Full Mans 

Sy.d I¼kIwvnd 

Fulw. Main. Ououp.Iion 

Sy.d T,4udt1n Clwtsd 
A000SMiOL 

Vu! fld;nuc 

5th tWo. 
Steta UI Siilng Ms.1 
W.ho. no.6 
0(1 LI. clw,.d,Ig., Baud 

Sign.ttir. 

   

I. COMPANY RGISTKi t" NO. Ka.uN 

2. SEUISL. Mi 01' jU.L fr.tZ..ct Q_ ft.g4,-tst ''°j  C--i LL_, 

3. NAMI O 11th COMI4'i . —. 
,,flsu 1eb.CIikI ,L • .. uoCOMEJI 

IWI_UDINU IfS L:. CLI'. ....... 
;,Thg D3TgoN wt. a . . tUMEWt 

kIc1aILUU. IILEU 'ii' Kt-QsUMD. 

j6Bi gaGlsrltAa4 
L.AUCiXS GhCIW 

II 

ATIF E6AZ A14MD 
Director 

$.curt a and c1flg 

comznisslorl 
tutwnab 
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FAYSAL B, K 
limited 
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TUSW 4 

]ndc-rss rittcn I 

4 FAYSAL B' '1K laysal l3iiik 
Limited 

Prikislaic ridus Irk. I credit 
and Invest iii rut 
(orpuiatiiin Liiiiitr( 

J Dauopd I risi,s !  
Company Limited 

Oil' Iisrsc,iceni t4ai 
Pnki,fan I untIed 

THE INVESTORS ARE ADVISED IN THEIR OWN 
INTEREST TO READ THE CONTENTS OF THE 
PROSPECTUS CAREFULLY ESPECIALLY THE 
RISK FACTORS GIVEN AT PARA 5.10 BEFORE 
MAKING ANY INVESTMENT DECISION. 
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National Bank Modaraba Management Company Limited 
(A subsidiary of National Bank ot Pakistan) 
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BLIC ISSUE OF 10,000,000 MODARABA CERTIFICATES 
T OF A TOTAL OF 25,000,000 MODAR ABA CERTIFICATI 

OF RS. 10/- EACH AT PAR 
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DURING BANKING HOURS 
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FIRST NATIONAL BANK MODARABA 

PART I 

I. APPROVALS AND LISTING ON THE STOCK EXCHANGES 

1.1 APPROVAL OF THE SECURITIES & EXCHANGE COMMISSION OF PAKISTAN 

Approval of the Securities & Exchange (:oinnission of Pakistan (the "Commission") as required under 
Section 57(l) of the Companies Ordinance, 984 (the "Companies Ordinance") has been obtained for 
the issuance, circulation and publication ufthi Prospectus. 

It must be distinctly understood that in giving this approval, the Securities & Exchange Commission 
of Pakistan does not take any responsibility for the financial soundness of any scheme or for the 
correctness of any of the statements made or opinions expressed with regard to them. 

1.2 AUTHORJSATION FOR THE ISSUE 

Authorisation has been granted under the Modaraba Companies and Modarabas (Floatation and Control) 
Ordinance, 1980 -. (the "Modaraba Ordinance") for the floatation of the FIRST NATIONAL BANK 
MODARABA (the "Modaraba"). The Religious Board constituted under the provisions of Section 9 of 
the Modaraba Ordinance has certified that the business proposed to be undertaken by the Modaraba is not 
opposed to the injunctions of Islam. 

1.3 CLEARANCE OF THE PROSPECTUS BY THE STOCK EXCHANGES 

The Prospectus of the Modaraba has been cleared by the Karachi Stock Exchange (Guarantee) Limited 
(the "KSE") and Lahore Stock Exchange (Guarantee) Limited (the "LSE") in accordance with the 
requirements under their listing regulaiions While clearing the Prospectus, the Stock Exchanges 
neither guarantee the correctness of the contents of the Prospectus nor the viability of the 
Modaraba. 

1.4 FILING OF THE PROSPECTUS 

The Modaraba Company as required under rule 20(2) of the Modaraba Companies and Modaraba Rules, 
1981(the "Modaraba Rules") has - filed with the Registrar of Modaraba Companies and Modaraba, 
Islamabad (the 'Registrar Modaraba") a copy of this Prospectus signed by all the Directors of the 
Modaraba together with the following documents attached thereto: 

(a) Letter dated August 13, 2003 (lam vj. Yousuf Adil Saleem & Co., Chartered Accountants 
consenting to the issue of Prospectus, which contains in Part VI certain statements and reports 
issued by them as experts (which consent has not been withdrawn) under Section 57(5) of the 
Companies Ordinance. 

(b) Copies of contracts and agreements mentioned in Part VIII of this Prospectus under Seci ion 57(4) of 
the Companies Ordinance. 

(c) Written confirmations of the Auditors, Legal Advisor and Bankers to the Issue, mentioned in this 
Prospectus consenting to act in their respective capacities, as required under Section 57(5) of the 
Companis Ordinance. 

(d) Consent of Directors and Chief Execut've of the Modaraba to their respective appointments being 
made and their having been named or described as such Directors and Chief Executive in this 
Prospectus and the Modaraba Company has filed written confinnations of such consents, as required 
under Section 184 of the Companies Ordinance. 

1.5 LISTING ON STOCK EXCHANGES 

Applications have been made to the Karachi Stock Exchange (Guarantee) Limited and Lahore Stock 
Exchange (Guarantee) Limited for pennission to deal in and quotation of the certificates of the Modaraba. 

If for any reason, the applications for forninl listing are not accepted by the Stock Exchanges, The 
National Bank Modaraba Management Company Limited (the "Modaraba Company") undertakes to 

El 
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publish immediately in the press a notice to hat effect and thereafter to refund the application money to 
the applicants in accordance with the provisions of Section 72 of the Companies Ordinance. 

1.6 CONDITIONS IMPOSED BY REGISTRAR MODARABA ON MODARABA COMPANY 

While granting registration to the Modaraba Company, the Registrar Modaraba Companies and Modaraba 
on Modaraba Company had, inter alia, imposed the following conditions; 

(I) The Modaraba Company shall make such investments as may be required in terms of the Prospectus 
for floatation of a modaraba. 

(H) Subscription in compliance to Secton 7(3) of Modaraba Ordinance will be in nature of permanent 
investment of the Modaraba Company in the Modaraba free from encumbrances for all time which 
will not be disinvested during the life of the Modaraba. 

(iii) The Modaraba Company shall undertake such business as is approved by the Registrar Modaraba in 
terms of the Prospectus. 

(iv) The promoters, sponsors or persons holding controlling interest shall not transfer any shares held by 
them without the prior permission of the Registrar Modaraba in writing. 

(v) The Modaraba Company shall furnish its annual audited accounts along with the Directors' Report 
to the Registrar Modaraba immediately on issue of the same to the shareholders. 

(vi) An amount of not less than Rs.2. million shall be set aside apart free from any encumbrance in 
respect of each Modaraba to be floated by the Modaraba Company and that the particulars thereof 
shall be furnished to the Registrar Modaraba along with the application for floatation of each 
Modaraba. 

(vii) No change shall be made in the Modaraba Company's major shareholders and directors without 
prior approval of the Registrar Mouaraba. 

1.7 CONDITIONS IMPOSED BY THE REGISTRAR MODARABA ON THE MODARABA 

(I) The total exposure of the FIRST NATIONAL BANK MODARABA to any single person or group 
shall not at any point of time exceed 20% of the equity oftheModaraba. 

(ii) The sponsors/promoters shall not enter into any buy-back/re-purchase agreement or any other 
arrangement which involves guaraiteed returns. 

(Hi) A Modaraba doing leasing business shall not, without the approval in writing of the Registrar 
Modaraba, purchase anything from, or sell anything to, any of its directors, officers, employees or 
person who either individually or in concert with their close relatives beneficially ow 10% or more 
than of the equity or other securities with voting rights, if any. 

(iv) A Modaraba doing JP!sint business shall submit quarterly reports to the Registrar Modaraba 
Islamabad in theftanner prescribed. - 

(v) a. A Modaraba doing leasing business shall fulfill the conditions imposed by the C.B.R. whik 
approving it as a leasing company for the purposes of the 3rd schedule to the Income Tax 
Ordinance, 2001, 

b. The lessee shall not sublet thi lea, ed asset without consent of lessor. 

/

- (vi) The Modaraba shall comply with kill the conditions of the Modaraba authorization Certificate of 
-. Registrar Modaraba. 

El 
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PART II 

2. MODARABA FUND AND RELATED MATTERS 

2.1 MODARABA FUND 

Number of 
Certificates 

Amount in 
Rs. 

AUTHORISED 

60000000 Modaraba Certificates of Rs.30/- each 600 000 000 

SUBSCRiBED AND PAID UP 
Modaraba Certificates of Rs.10/- each 
fully paid in cash by: 

Sponsors 

National Bank Modaraba Management Company 
7,fl,000 Limited 

Pre- IPO Placements Rupees 

I,875,000 P1CC l8,750,000 
1,875,000 Bank Alfalah Limited 18,750,000 
1.500,000 Faysal Bank Lirnid 15,000,000 
1,500,000 The Bank ofPunjab 15,000,000 

375,000 Dawood Leasing C:ompany Limited 3,750,000 
375,000 Orix Investment Bank Pakistan Limited 3,750,000 

7,500,000 

75,000,000 

75,000,000 

 

PRESENT ISSUL 

10,000,000 

Now offered for subscription at par in cash, by fill 
payment on apphratini, as follows: 
General Public 
TOTAL AFTER THE PRESENT ISSUE 

100,000,000 25 000 000 
a!qpJ000 

The sponsors shall, all the times, retain at least 10% percent of the capital of the Modaraba. 

2.2 OPENING AND CLOSING OF SUBSCRIPTION LIST 

THE SUBSCRIPTION LIST WILL "INSt-TA ALLAH" OPEN AT THE COMMENCEMENT OF 
BANKING HOURS ON THURSDAY OCTOBER 23, 2003 AND WILL CLOSE ON FRIDAY, 
OCTOBER 24, 2003 AT THE CLOSE OF BANKING HOURS. 

2.3 INVESTOR ELIGIBILITY 

All Pakistani residents, provident fund/trusts, pension/gratuity funds (subject to the terms of their Trust 
Deed) and corporate entities (to the extent permitted by their constitutive or corporate documents, as the 
case may be) are allowed to subscribe to the certificates offered to the general public. 

2.4 MINIMUM AMOUNT OF APPLICATION AND BASIS OF ALLOTMENT OF MODARABA 
CERTIFICATES 

(a) The minimum amount of application for subscription of Modaraba Certificates is Rs.5,000/-. 

(b) Application for certificates below ihe total value of Rs5,000/- shall not be entertained. 

(c)  Fictitious and multiple (i.e. more than one) applications are prohibited and such applicants' 
money shall be liable to confiscation under Section 18-A of the Securities and Exchange 
Ordinance, 1969. 
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(d) Application must be made for certificates of Rs.5,000/- or in multiples thereof 

(e) If the certificates to be issued to the general public are sufficient for the purpose to accommodate all 
the applications, all applications shall be accommodated. 

(1) If the issue is oversubscribed both in leims of number of applications and amount, the certificates 
will be allotted by conducting computer balloting in the presence of the representatives of the KSE 
and LSE. 

If the issue is oversubscribed in terms of amount only, then all applications shall be accommodated 
initially for certificates of Rs.5,000/- each and the balance certificates shall be allotted on pro-rata 
basis to all applicants who applied for certificates in multiples of Rs.5,000/- 

(h) Allotment of certificates will be subject to scrutiny of applications for subscription. 

2.5 REFUND OF SUBSCRIPTION MONEY TO UNSUCCESSFUL APPLICANTS 

The Modaraba Company shall take a decision within 10 days of the closure of subscription list as to which 
applications have been accepted or are successful and refund the money in cases of unaccepted or 
unsuccessful applications within 10 days of such decision as required under the provisions of Section 71 
of the Companies Ordinance. 

As per sub section (2) of Section 71 of the Companies Ordinance, if the refund as required under sub 
section (I) of Section 71 of the Companies Ordinance is not made within the time specified therein, the 
Directors of the Modaraba Company shall he jointly and severally liable to repay the money with 
surcharge at the rate of one and a half percent for every month or part thereof, from the expiration of the 
lS' day, and in addition to a fine not exceeding Rs.5,000/- and in case of a continuing offence to a further 
fine not exceeding Ps. 100/- for every day after the said 15Ih  day on which the default continues. 

Provided that a Director shall not be liable if he proves that the default in making the refund was not due 
to any misconduct or negligence on his part. 

2,6 MINIMUM SUBSCRIPTION FOR ALLOTMENT 

The minimum subscription on which the Directors will proceed to allot Modaraba Certificates is the full 
amount of the issue of Rs. 250,000,000 (Rupees Two Hundred and Fifty Million) out of which Rs75 
million has already been subscribed in cash by the Modaraba Company. 

2.7 PRINCIPAL PURPOSE OF THE USE OF SUBSCRIPTION MONEY 

The detailed purpose of the use of subscription money is given under para 5.2 of Part V of this Prospectus. 
Initially the main activities of First National Bank Modaraba shall be following: 

(a) Arranging syndicate leasing with other leasing companies and/or extending Islamic financing to 
credit worthy customers including national as well as multinational conglomerates. 

(b) Trading in the listed non-interest bearing securities both equity and non-equity instruments. 

2.8 INTEREST OF CERTIFICATE HOLDERS 

None of the certificate holders of the issued cci-tificates of the Modaraba have any special-or other interest 
in the property or profit of the Mddaraha other than that as holders of the certificates in the fund of the 
Modaraba, except the following: 

Sr. 
No. 

Underwriters of the Issue interested in the 
Underwriting Commission 

No. of Shares Amount(Rs.) 

I. Faysal Bank Limited 3,500,000 35,000,000 
2.  PICIC 2,500,000 25,000,000 
3.  Dawood Leasing Company Limited 2,500,000 25,000,000 
4 Orix Investment Bank Pakistan I inii'ed 1,500,000 15,000,000 

Total 10,000,000 100,000,000 

  

Sr. No. Arrangers & Advisors to the Issue interested in the Placement Fee 
Faysal Bank Limited  

 

  

(g) 

r-  r 
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2.9 ISSUE AND DESPATCH OF MODARABA CERTIFICATES 

The Modaraba Company will despatch Modaraba certificates to successflul applicants through their 
bankers to the issue or credit to the respective Central Depository System (CDS) accounts of the 
successful applicants based on the option exercised by the applicants within thirty (30) days of the closing of subscription as per listing regulations of the Stock Exchanges. 

Modaraba certificates will be issued either in scrip-less form in the CDS or in the shape of physical scrips 
on the basis of option exercised by the successful applicants. Modaraba certificates in the physical scrips 
shall be despatched to the Bankers to the Issue whereas scrip-less modaraba certificates shall be credited 
through book entries in the respective CDS accounts maintained with the Central Depository Company of 
Pakistan Limited (CDC). 

The applicants who opt for issuance of certificates in scrip-less form in the CDS should fill in the relevant 
columns of the application form. 

If the National Bank Modaraba Management Company Limited makes a default in complying with the 
requirements of listing regulations, it shall pay to the Stock Exchanges a penalty of Rs.500/- per day 
during which the default continues. The Stock Exchanges may also notify the fact of such default and the 
name of the Modaraba by notice and also by publications in its Ready-Board Quotation. 

2.10 TRANSFER OF CERTIFICATES 

Physicaj5crj11s 

The Directors of the Modaraba shall not refuse to transfer any fully paid certificates unless the transfer 
deed for any reason is defective or invalid under the provisions of Section 77 of the Companies 
Ordinance, provided that the Modaraba Company shall within 30 days from the date on which the 
instrument of transfer was lodged with it, notify the defect or invalidity to the transferee who shall, after 
the removal of such defect or invalidity he entitled to re-lodge the transfer deed with the Shares Registrars 
of the Modaraba. 

Transfer Under Book Entry System 

The Modaraba certificates maintained within CDS in the book entry form, shall be transferred in 
accordance with the provisions of the Central Depositories Act, 1997 and the CDC Regulations. 

2j1 CERTIFICATES ISSUED SINCE F1A141ATION OF MODARABA 

Since, obtaining authorization for floatation of Modaraba on November 7, 1995, 7.500 million Modaraba 
Certificates of Rs.l 0/- each have been issued, against subscription in cash, to the Modaraba Company. 

2.12 DIVIDEND POLICY 

The rights in respect of capital and dividends attached to each certificate would be the same. 

The Board of Directors of the Modaraha Company may from time to time pay to certificate holders such 
interim dividend as appear to the Directors to be justified by the profits of the Modaraba. No dividend 
shall be paid otherwise than out of the profits of the Modaraba for the year or any other undistributed 
profits. No unpaid dividends shall bear interest or markup against the Modaraba. 

The dividend shall be paid within the period laid down under the listing Regulation of KSE/LSE and in 
the Modaraba Companies and Modaraba Rules, 1981. 

2.13 MODE OF DISTRiBUTION OF PROFITS 

Not less than 90% of the net income in respect of the Modaraba's business activities, (determined after 
charging the management fee upto 10% and after setting aside the mandatory reserve as per SECP's 
Prudential Regulations for Modarabas) is proposed to be distributed at least once in every year to the 
certificate holders in proportion to the ni:mt'er of certificates held by them. Distribution will be in the form 
of cash dividends and / or bonus certificates. 
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2.14 DEDUCTION OF WITHHOLDING lAX 

The profit received by the Certificate holders will be subject to deduction of withholding tax on the 
following basis: 

- Rate 
• If received by Public Company 

and br Insurance Company 5% 

• If received by any other person 10% 

2.15 ELIGIBILITY FOR DIVIDEND 

All Modaraba Certificate holders shall be eligible for any distribution whenever declared. 

Except to the extent otherwise specified by the Registrar Modaraba if any for reasons to be recorded, the 
new Modaraba Certificates shall rank pan passu with the existing certificates in all matters including the 
right to such bonus and dividend as may be declared subsequent to the date of issue of such new 
certificates. 

2.16 DEDUCTION OF ZAKAT 

Dividend distribution will be subject to deduction of Zakat at source, pursuant to the provisions of the 
Zakat and Ushr Ordinance, 1980 (XVIII of 1980). 

2.17 TAX EXEMPTIONS 

Under Clause 100 of Part — I of the Second Schedule to the Income Tax Ordinance, 2001 the income of 
the Modaraba, not arising from trading activities, will be exempt from tax subject to distribution of at least 
90% of its net income to the certificate holders, after transferring requisite amount to reserves in 
accordance with the Prudential Regulations for Modarabas. Provided further that with effect from the first 
day of July 1999 for the purpose of determining the distribution of 90% profits, the profits distributed 
through bonus certificates or shares to the certificate holders shall not be taken into account. 

2.18 FUTURE CAPITALIZATION 

The Modaraba may make a right or bonus issue of Modaraba Certificates, subject to approval of the 
Registrar Modaraba, as deemed necessary for the business operations of the Modaraba, in accordance with 
the Modaraba Ordinance and the Modaraba Rules. 

2.19 EXEMPTION FROM CAPITAL GAINS 

Capital gains derived from the sale of listed Modaraba Certificates are presently not liable to income tax, 
pursuant to Clause (110) of Part I of the Second Schedule of the Income Tax Ordinance, 2001. This 
exemption is presently available upto income year ending June 30, 2005. 
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PART III 

3. UNDERWRITING, COMMISSION, BROKERAGE AND EXPENSES OF THE ISSUE 

3.1 UNDERWRITING 

The present public issue of 10,000,000 Modaaba Certificates of Rs. 10 each, offer at par, has been fully 
underwritten as under: 

Names of Underwriters No. of Shares Amount (Rs.) 
Faysal Bank Limited 3,500,000 35,000,000 

2.  P1CC 2,500,000 25,000,000 
3.  Dawood Leasing Company Limited 2,500,000 25,000,000 
4.  Orix Investment Bank Pakistan limited 1,500,000 15,000,000 

Total 10,000,000 100,000,000 

f and to the extent, Modaraba Certificate. h.reby offered are not subscribed and paid for in cash in full by 
he closing of the subscription list, the unden' riters shall, within 10 days of being duly called upon by the 

Modaraba Company to do so, subscribe and pay for or procure subscribers to subscribe and pay in cash in 
full those Modaraba Certificates not so ct!55rr.bed, in proportion of their underwriting commitments. 

In the opinion of the Directors of the Modaraba Company, the resources of the Underwriters are sufficient 
to discharge their aforesaid underwriting commitments. 

3.2 NO BUY-BACK / REPURCHASE AGREEMENT 

THE UNDERWRITERS HAVE NOT ENTERED INTO ANY BUY-BACK OR REPURCHASE 
AGREEMENT WITH THE SPONSORS OR ANY OTHER PERSON IN RESPECT OF THIS 
PUBLIC JSSUE. 

3.3 UNDERWRITING COMMISSION 

The underwriters have been paid undenriting commission @ 0.50% on the amount of Public Offering 
underwritten by them. No take up commission shall be paid to the underwriters on the amount of issue 
actually taken up by them hy virtue of their respective underwriting commitments. 

3.4 COMMISSION TO THE BANKERS TO THE ISSUE 

A commission not exceeding 0.50% of the amount collected in respect of successful applicants of the 
Modaraba Certificates will be paid to the bankers to the issue for services to be rendered by them in 
connection with this issue. No commission shall be paid to the bankers in respect of Modaraba Certificates 
subscribed by the underwriters by virtue of their respective underwriting commitment. 

3.5 BROKERAGE 

Brokerage will be paid to the members of the Sand LSE at the rate of. 1% of the paid up value of 
Modaraba Certificates actually sold through them. No brokerage shall be payable in respect of Modaraba 
Certificates taken up by the underwriters by wrtue of their respective underwriting commitment. 

3.6 EXPENSES OF THE ISSUE 

The preiminary expenses payable by the Modaraba and expenses of the proposed issue to the public 
inclusive of cost of organization and floatation of the Modaraba, cost of printing, publication and 
distribution of this Prospectus, underwriting commission, commission to the bankers to the issue and 
brokerage to the members of the Stock Fxchanges etc. are estimated not to exceed Rs,10.00 million. The 
estimated preliminary expenses and expenses to the issue, as described below, shall be paid by the 
Modaraba and shall be written off over 5 years. 

Expense Category Amount (Rs4_ 

Underwriting commission * 500,000 

Commission to bankers to the issue * 500,000 

Brokerage to members of the Stock Excjpges * 1,000,000 

Initial and Annual Listing Fee to Stock Exchanges 807,143 

Application Fee for authorization to float Modaraba . 4,537,50Q_ 

Securities & Exchange Commission of Pakistan processing fee 25,000 

Central Depository Company Chargc 75,000 

Consultants to the Issue & Computer Services 225,000 

Pre-IPO Placement Fee 800,000 

Other cost oiprinting, publishing, ad' tti.n ig & distribution of the Prospectus 
& Applications Form etc. 

l,530,35T 

Total 0,000, 

  

* Represents maximum possible expenses 
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PART IV 

4. THE MODARABA COMPANY 

4.1 INTRODUCTION TO THE MANAGERS OF THE FIRST NATIONAL BANK MODARABA, 
"NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED" 

4.1.1 NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED was incorporated under the 
Companies Ordinance 1984 on August 06, 1992. It was registered as Modaraba Management Company 
under the Modaraba Ordinance on October 12. 1994. 

4.1.2 NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED is a wholly owned 
subsidiary of National Bank of Pakistan. National Bank is presently operating with a network of 1204 
branches. 

4.1.3 As a part of the National Bank family Modaraba Management Company will have access to financial 
acumen, expertise and the National Bank's large network. The synergy between the National Bank of 
Pakistan and the Modaraba Company is expected to provide unique business and operational advantages 
to the Modaraba Company and the Modaraba. 

4.2 CAPITAL 

The Authorized Capital of National Bank Modaraba Management Company Limited is Rs. 150,000,000 
divided into 15,000,000 ordinary shares of Rs. 10/- each with a paid-up capital of Rs. 105,000000. 

The investment in the Modaraba Company has been made by the National Bank of Pakistan from current 
account of the depositors to eliminate the element of Riba in the amount invested. 

4.3 OBJECTS OF THE MODARABA COMPANY 

The memorandum of association of the Modaraba Company specifies the objects of the Modaraba 
Company which are to initiate, sponsor, promote, float, organize, manage, administer and operate 
Modaraba funds and Modarabas of all types and description and other similar concerns either in syndicate 
or otherwise subject to the approval of Registrar of Modaraba Companies and Modaraba under the 
Modaraba Conipanies & Modaraba (Floitatiun & Control) Ordhiance, 1980 provided that none of these 
enterprises would he engaged in or the funds thereof invested in any venture, activities of which are 
contrary to the injunctions of Islam or which involve the element of nba in any form. 

It is envisaged that the Modaraba Company would float a series of Modaraba for undertaking various 
business ventures in accordance with Section 17 of the Modaraba Ordinance. Further, the Modaraba 
Company will not compete with the business to be carried out by the Modarabas floated by it. 

4.4 THE MODARABA'S MISSION 

4.4.1 The fundamental mission of the FIRST NATIONAL BANK MODAR.ABA is to seek the pleasure of 
Allah through making its humble contribution in the transformation of our mercantile and fipancial 
system and business dealings in accordance with the principles enshrined in the Sharia. We seek Allah's 
guidance and lessing in understanding  and inplementing Allah's will in thc matter of tradiag and Riba 
in accordance with the practices of his Prophet (P.B.U.H.). 

4.4.2 The fundamental issue is that Allah and His Prophet (P.B.U.H) have prohibited Riba and have blessed 
trading. The FIRST NATIONAL BANK MODARABA will promote mercantile, industrial, financial and 
advisory activities in spirit of Islam and absolute submission to the will of Allah in tradition of his Prophet 
(P.B.U.I-l). 

4.4.3 The Modaraba will maintain a close liaison with the experts and righteous Ulema-i-Din to seek guidance 
and inspiration in all its activities and systems. 

4.4.4 In all the business dealings of the Modaraba, its internal environment and in the inter-personal 
relationship; the rights of Allah, the rights of all the Certificate holders, the rights of our investors and 
customers and all others will be sincerely recognized antsafeguarded. 

4.5 PROMOTERS AND MANAGERS OF MODARABA COMPANY 

The Board of Directors of the Modaraha (7omnany consists of seven members representiiig National Bank 
of Pakistan. These representative DireLto, shall ensure smooth operations and functioning of the 
Modaraba. 
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PART V 

5. MODARABA'S OBJECTIVES, BUSINESS AND PROSPECTS 

5.1 TYPE OF MODARABA 

The FIRST NATIONAL BANK MODARABA is a perpetual, multi-purpose and multi-dimensional 
Modaraba. 

5.2 THE MODARABA'S BUSINESS OBJECTIVES 

(a) The management of National Bank Modaraba Management Company Limited and the FIRST 
NATIONAL BANK MODARABA will ensure that all the business transactions and dealings 
undertaken by the Modaraba, neludng investments, resource mobilization, financial advisory 
services and underwriting shall 'onform with the Sharia. The operations hereunder for which 
agreemeiits/ instruments! arrangements have not been approved will be undertaken only after 
obtaining approval of the instruments and arrangements from the Religious Board for conducting 
such operations. 

(b) The scope of Modaraba's business activities are described in the following paragraphs. Alt the 
following operations shall be carried out strictly in accordance with Sharia and the agreements, 
instruments and arrangements approved by the Religious Board from time to time. The Modaraba 
shall not transact any business itseif which involves the element of 'Riba' directly or indirectly nor 
shall participite in a business project violative of the Injunctions of Sharia. 

5.2.1 FINANCE LEVERAGED TRADING 

(i) Encourage entrepreneurial activity by undertaking finance leveraged trading using Musharika, 
Morabaha, Modaraba and other permissible Islamic modes of finance leveraged trading. 

(ii) The finance leveraged trading will include following categories: 

(a) Trade inventory 
(b) Stores inventory 
(c) Export sales orders/commitments 
(d) Import commitments 
(e) Local sales orders/commitments 

(iii) The financial leveraged trading transaclions shall be governed by the following principles: 

(a) The mode of finanqing used nhall be Musharika, Morabaha, Modaraba or other lsamic modes 
approved by the Religious Board. 

(b) Adequate supporting securities/guarantees will be obtained to cover risk. 

5.2.2 ISLAMIC FINANCE INSTRUMENT 

Innovatively designing and issuing approved non-interest bearing Certificates of investment and 
instruments of Musharika, Morabaha, Modaraba and similar profit and loss sharing schemes. 

• The term of these Certificates and Instruments will not be less than 30 days maturity for the 
purposes of Musharika, Morabaha and Modaraba. 

Trading n the interest free money :1a!kt instruments issued by the Modaraba, its clients and others; 
acting either on behalf of its clients or acting on its own account. 

• Managing the floatation of non-interest bearing commercial paper, including introduction of its 
clients to non-interest bearing money market and money making activities. 
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• Actively promoting the creation of interest-free secondary money market and acting on behalf of its 
clients or on its own account in such market. 

5.2.3 EQUITY MARKET OPERATIONS 

• Trading in listed non-interest bearing securities, both equity and Quasi Equity instruments, acting 
either as intermediary or on its own account. 

• Providing professional analysis of non-interest bearing securities to both institutional and individual 
investors, particularly to its overseas Pakistanis and foreign investors. 

• Public floatation and private placement of capital market instruments, including: 

- Shares and stocks 
- Non-interest bearing term obligations of corporations and financial institutions. 

Acting jointly or as managers in distrihution of such issues and taking active part in afl stages of 
preparation of such issues. 

• Providing capital market musharika finance facilities to individuals and institutional investors. 

5.2.4 PROJECT FINANCING 

• Project identification and financial engineering. 

• Sectorial specialization 

• Acting as advisors, financial agents or intermediaries for companies and financial institutions 
(particularly Islamic finance and investment companies), in obtaining direct noninterest bearing 
syndicated financing, export/suppliers credits, leveraged leasing, leases and project finance, both 
domestically and internationally. 

• Assisting companies in private placement of long and short-term Sharia based financing. 

• Making investments in projects through underwriting and marketing of public issues of stocks and 
shares and securities, short-term and long-term participation certificates and term finance certificates 
of varying features. 

• Participating in developing factory, commercial developments and property. 

5.2.5 VENTURE CAPITAL 

• Providing seed capital to the privatL coiapanies with exceptional potential for growth and capital 
restructuring with the ultimate aim being to float shares and securities of the Company to public. 

• Acting as co-sponsors in companies mature for floatation. 

• Acting as financial intermediary, raising venture capital and equity capital for new and existing 
companies. 

• Acting as advisors to companies in corporate or financial restructuring as well as in the preparation 
of resource mobilization plans. 

• Rehabilitation of potentially viable but sick or near sick companies 

5.2.6 LEASING AND LEVERAGED LEASING 

• All types of leasing to credit worthy customers, subject always to the conditions that 
liabilities/obligations of ownership vesting in the lessor shall always subsist and remain the 
liabilities and obligation of the lessor. 

• Leveraged or co-leasing with vendors, other leasing companies, financial institutions and others. 
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• Ownership of the leased assets will be vested in the Modaraba and the lessee will enjoy custody and 
the use of assets as per the terms of agreement forms approved by the Religious Board 

• The rental payable will be for the 5o:i.fide usage of assets by the lessee. 

5.2.7 OTHER ANCILLARY OBJECTIVE3 

• Engage in mercantile, trading, import, export, services or manufacturing enterprises of any nature, 
within and outside Pakistan and to do all things necessary and consequential or incidental to frirther 
the main objectives contained in above sections. 

• Act as agents, distributors and representatives. 

• Participate in the management, supervisions or control of business within and outside Pakistan 
(excluding the business of managing agency). 

5.3 RESOURCF MOBILIZATION 

It is planned to mobilize substantial additional resources without the element of "Riha" using the 
following basic forms: 

(I) Musharika 
(ii) Morabaha 
(UI) Modaraba 
(iv) Leasing 
(v) Other permissible Islamic niodes 

Some of the sources of resource mobilization identified are as follows: 

• Suppliers and export finance credit on lease, Modaraba or on profit and loss sharing basis. 

• Foreign currency finance Islamic mode after obtaining the approval of SBP. 

• Obtaining funds from individuals, non-resident Pakistanis, national and international financial 
institutions on profit and loss sharing basis after obtaining the approval of SBP. 

• Selling/assigning leased assets. 

• All the above stated resources mobilization/financing shall be obtained in conformity with the 
injunctions of Islam and in accordance with arrangements/instruments approved by the Religious 
Board from time to time. 

• Active development of non-interest bearing secondary money market. 

• Any other mode of resource niobili:ation permissible under the Sharia, with the exception of 
banking business and insurance .usii ess as defined in the Banking Companies Ordnance, l92, 
and the Insurance Act, 1938 respectively. In this connection, the Modaraba will neither issue cheque 
books nor accept deposits of less I ian O days. 

5.4 CONFLICT OF INTEREST 

(i) The Modaraba shall not make any loans or advance money to any person, except in 
connection with the normal bitsines of the Modaraba. Such loans or advances shall not be on 
the basis of interest. 

(ii) The Modaraba Company or any of its directors, officers or their relatives shall not obtain 
loan, advance or credit from the funds of the Modaraba or on the security of the assets of the 
Modaraba. 

(iii) The directors, officers and employees of the Modaraba Company or person who beneficially 
owns 10% or more of the equity of such Modaraba Company shall not without the prior 
written approval of the Registrar of Modaraba Companies and Modaraba, enter into any 
transaction with the Modaraba. This is in addition to the conditions imposed under Section 17 
of the Modaraba Companies & Modaraba (Floatation & Control) Ordinance, 1980. 
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(iv) The Modaraba shall not provide any accommodation, fund based or otherwise, to their 
directors, chief executives and major shareholders including their spouses, parents and 
children or to firms and companies in which they are interested as partners, directors or 
major shareholders (major shareholder in this context would mean any person holding 5% or 
more share capital). 

5.5 RATIO OF CERTIFICATE HOLDERS' FUNDS TO LIABILITIES 

Liabilities, including contingent liabilities of the Modaraba for the first two years of its operation shall not 
exceed seven times of its equity. In the subsequent years the liabilities shall not exceed ten times of the 
equity of the Modaraba. 

  

5.6 TOTAL INVESTMENT IN EQUITIES 

Listed Companies 

   

The investment of Modaraba fund in listed securities shall not be more than 20% of the equity of the 
Modaraba, except shares taken up as consequence of underwriting obligation, or the Modaraba became the 
absolute owner due to default of its borrowers. Modaraba shall not invest in the shares of listed company 
of an amount exceeding 5% of its own equity or 10% of paid up capital of that company whichever is less. 

Un Listed Companies 

   

Modaraba may make investment in shares of un-listed companies subject to fulfillment of the following 
conditions:- 

(i) Total exposure in such companies does not exceed 5% of the Modaraba's equity; 

(ii) The directors of the Modaraba company have no direct or indirect interest in the investee company; 

 

and 

   

(iii) The investee company must have operational track record of three profitable consecutive years 
preceding the decision: 

Provided that where a Modaraba is engaged in Venture Capital Financing as set out in this prospectus, this 
regulation may be waived on an application made to the Registrar Modaraba. 

5.7 ACQUISITION OF CONTROLLING INTEREST 

Except where it is necessary to protect its investments, the Modaraba shall not seek to acquire a 
controlling interest in any undertaking in which it has invested or has any other interest which would 
involve the Modaraba in primary responsibility of management. 

 

5.8 ADHERENCE TO SHABJA IN ALL MATTERS 

The Modaraba shall not enter into any business, investment or other transaction which: 

(a) is repugnant to the injunctions of Islam: and 
(b) involves the element of Riba either directly or indirectly. 

5.9 BUSINESS PROSPECTS AND VIABILITY OF THE FIRST NATIONAL BANK MODARABA 

Over the years, Pakistan has achieved over 4% average rate of economic growth'. The parallel economy is 
estimated to be nearly as large as the formal economy. The combined economy is vibrant and offers an 
excellent opportunity for investment and higher returns. 

Increasing awareness of the injunctions of Islam against "Riba" offers a special opportunity for the wide 
range of Sharia based investment and financing vehicles designed by the First National Bank Modaraba. 
Current financial policy of increased equity to debt ratio, non-availability of bridge finance, credit ceiling, 
the privatizatiort and deregulation program etc. offer exceptional business opportunity in the money and 
capital market operations as well as the project financing. Many of the over 10,000 operational private 
limited companies need financial and advisory services to usher them to take advantage of growth 
potential by public floatation and venture capitalization. 

'"Economic survey of Pakistan 2002-2003 
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It is believed that a large informal economy sector and parallel money market offers an opportunity for 
substantial resource mobilization. 

The recent entry of public sector instilutions in the bond/TFCs market and consequent development of the 
secondary market offers interesting opportunity for bondsfTFCs using Islamic modes. 

Leasing business in Pakistan is a popular form of finance and the growth rate is impressive for the 
lollowing reasons: 

(I) Additional tax benefit to the lessee. 
(ii) Quick sanctions by the leasing companies. 
(iii) Leasing is In accordance with the injunctions of Islam. 
(iv) Effective security to the leasing company. 

There is a large potential in the following types of leasing: 

(I) Transport vehicles. 
(ii) Industrial fixed assets. 
(iii) Office and Hospital equipment. 

The venture api tal operation oilers ;upl'-  tunity lot the following reasons: 

(i) Withdrawal of most financial inttuitns from equity financing. 
(U) Reduction of debt/equity ratio. 

(Ui) The increasing awareness of Islamic modes of financing will favour equity or quasi-equity rather 
than debt. 

Islamic mode of financing, based on the basic tenet that Islam, encourages trade and prohibits "Riha" or 
non-participative financial charges. Business is the backbone of Islamic finance. The FIRST NATIONAL 
BANK MODARABA will undertake sate and profitable entrepreneurial activities including joint 
ventures, trading, import, export and manufacturing. This activity is expected to yield above average 
return. 

For Pakistanis living abroad and those living outside major urban centres, particularly in the rural areas, 
the portfolio management and investment advisory services is expected to fill a major gap in the financial 
services. 

The experience and expertise of National Bank of Pakistan, the promoters of National Bank Modaraba 
Management Company Limited, over a period of six decades in the field of banking, industry, commerce 
and trade, will ensure the successful launching and operations of the Modaraba. They have a long list of 
industrial and commercial undertakings as clients including public and private companies. 

A business plan of the FIRST NATIONAL BANK MODARABA is available for public inspection in the 
office of NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED Lahore, a copy of 
which has already been filed with the Rtgist'ar of Modaraba companies and Modaraba, Islamabad. 

5.10 RISK FACTORS 

The Directors wish to highlight the major risk factors, which may affect the profitability of the Modaraba, 
these are: 

5.10.1 Changes in Taxation policy 

The success of the Modaraba, amongst other factors, is dependent upon the privilege of tax exemption 
by the Government, which is subjcLt to I,inimuni distribution of90 percent of the profit distribution to 
its certificates holders. Ifat any stage, this exemption is withdrawn by the Government, the profitability 
of the Modaraba may be affected. 

5.10.2 Geo-Political Risk 

Any uncertainty from the current pohittcal events may subdue economic activity. The political risk 
remains the single largest unmirrat,,: risk factor. Any political unrest could u :derminc the 
govemment's efforts to restore investoi-r' confidence. At the same time, intense competition for the 
available business is going to put more pressure on business growth, margin and profits. 
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5.10.3 Industrial & Economic Environment 

(a) Industrial Environment 

The existing Government policies arc assumed to be consistent for the foreseeable future. In case 
of change of Government or its policies, the overall commercial and industrial environment may 
not remain attractive for the investors. 

(lii) Economic Environment 

A sizeable portion of Pakistan's economy is linked to international trade. In the emerging global 
trade regime, manifested in World Trade Organization (WTO), our industry has no escape but to 
be competitive, after free trade which may effect the profitability of financial sector including 
Modaraba. 

5.10.4 Competition in the Financial Market 

The financial sector has seen a steep decline in lending rates during last fiscal year. This has resulted in 
cut throat competition among the financial institutions. Financial projections have been prepared 
keeping the current environmental pattern in case of any substantial change, the competition may 
increase. 

5.10.5 Business Plan 

The financial projections as given in thc Business Plan have been prepared by the Management 
Company on the assumption that current market conditions continue to prevail. Any unforeseen events 
have not been taken into account. The Investors assume the risk that due to the unforeseen events the 
Modaraba may not be able to maintain consistent growth. 

5.10.6 Risk of Capital Loss 

After listing of the Modaraba on the Stock Exchanges, the Certificates Holders of the Modaraba will be 
able to sell or buy certificates only through the stock exchanges subsequent to initial public offer. The 
promoters, the Commission or any other party does not guarantee financial soundness or success of the 
business or to buy certificates from thc investors at any rate. Price of certificates will depend on the 
stock market behavior and performance of the Modaraba. Hence, price may rise or fall and result in 
increase or decrease in the value of certificates to any extent. 

5.10.7 Force Majeure 

The future performance of the Modaraba may be affected on account of force majeure events which are 
as follows: 

(a) Natural events (each a "Natural Event") including, but not limited to: 

(i) Any material effect of the natural calamities including fire, earthquake etc; 
(ii) Explosion or chemical contamination; 
(iii) Epidemic or plague; 
(iv) Any event or circumstance of a nature or having an effect analogous to any of the 

foregoing. 

(b) Political events (each a "Political Event") including, but not limited to: 

Acts of war (whether declared or undeclared), invasion, armed conflict or act of foreign 
enemy, blockade, embargo, revolution, riot, insurrection, civil commotion, act of terrorism, 
or sabotage; 

(ii) Strikes, works to rule or go-slow which are either widespread, nationwide or citywide or of 
a political nature; 

(iii) Radioactive contamination or ionizing radiation; 
(iv) Any event or circumstance of a nature or having an effect analogous to any of the foregoing. 

Note: It is stated that all material risk factors have been disclosed and nothing has been 
concealed with respect to this Prospectus. 

5.11 COMMENCEMENT OF BUSINESS OF THE MODARABA 

Full-fledged business of the Modaraba will be started INSHA-ALLAH after the present issue and 
completion of necessary formalities. 

In 

(i) 
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PART VI 

6. FINANCIAL INFORMATION 

6.1 AUDITORS' CERTIFICATE UNDER THE MODARABA. COMPANIES AND MODARABA 
RULES, 1981. 

The Board of Directors 
National Bank Modaraba Management 
Company Limited 
National Bank Building, 
26-Mclagon Road, 
Lahore. 

Dear Sirs 

August 13,2003 

AUDITORS' CERTIFICATE UNDER MODARABA COMPANIES AND MODARABA RULES, 
1981. 

We have audited the acdounls of Firsl National Bank Modaraba for the period from July 02, 2003 upto 
August 13, 2003 and in accordance with rule 20(6) read with clause 27(l) and 27(2) of part 11 of the 
Fourth Schedule to the Modaraba Companies and Modaraba Rules, 1981, we report that the assets and 
liabilities of First National Bank Modaraha as at August 13, 2003 were as follows-: 

FIRST NATIONAL BANK MODARABA 
STATEMENT OF ASSETS & LIABILITIES 

AS Al AUGUST 13, 2003 

MODARABA FUND 

AUTHORISED MODALkBA FUND 
60,000,000 Modaraba Certificates of Rs, 0 each 
SUBSCRIBEr) & PAID UP MODARAlA FIND: 
7.500,000 Moe araba Certiflcates of Rs '0 'n:h 
paid in cash 
CREDITORS: 

Payable to Nalional Bank Modaraba Management Co. Ltd. 

$L808,891 
ASSETS 
NON.CURRENT ASSETS 
Pre-operationai expenses 
CURRENT ASSETS: 
Cash at Bank 

5,808,891 

75,000,000 

We further report that: 

(a) 
The Modaraba is in the process of establishment and such has not commenced operations, 
accordingly there are no profit arid losses to report and no dividends have been declared and no 
balance sheet/statement of assets and liabilities have been prepared other than statement of assets 
and liabilities as at August 13,200;. 

(b) There are no subsidiaries of the Modaraba. 

(c) 
Any proceeds or part thereof has not been applied in the purchase of any business or 
property. 

M. Yousuf Ad ii Saleem & Co. 

Chartered Accountants 

in 

Rupees 

600 000.000 

75,000,000 
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6.2 AUDITORS' CERTIFICATE ON CAPITAL 

The Board of Directors 
National Hank Modaraba Management 
Company Limited 
National Bank Building 
26-Mclagon Road 
Lahore. 

Dear Sirs 

August 13, 2003 

AUDITORS' CERTIFICATE ON CAPITAL OF 
FIRST NATIONAL BANK MODARABA 

We have examined the books of accounts and other records of the Modaraba and report that, in our 
opinion, upto August 13, 2003 an amount of Rs. 75,000,000/- (Rupees seventy five million) has been 
subscribed towards the certificate capital cf the Modaraba by the sponsors: 

Amount 

(Ritpces) 

National Bank Modaraba Management Company Ltd. ThQOO.000 

Yours truly, 

M. YousufAdil Saleem & Co. 

Chartered Accountants 

6.3 AUDITORS' CERTIFICATE ON BREAK UP VALUE OF MODARABA CERTIFICATES 

The Board of Directors 

National Bank Modaraba Management 
Company Limited 
National Bank Building 
26-Mclagon Road 
Lahore. 

Dear Sirs 

August 13, 2003 

BREAK-UP VALUE OF MODARABA CERTIFICATES 

Based on the audited Assets & Liabilities Statement as at August 13, 2003 the break-up value of 
Modaraba Certificates of First National Bank Modaraba is Rs. 10/- each. 

Yours truly, 

M. VousufAdil Saleem & Co. 
Chartered Accountants 

6.4 FINANCIAL YEAR 

Financial year of the FIRST NATIONAL BANK MODARABA will be July01 to June 30. 



7.1 NAME, ADDRESS 
AND Occ:UPATION 

DESCRIPTION DIRECTORSHIP IN 
OTHER COMPANIES 

Mr. S. All Raza 
D-36, Block-3, Clifton, Karachi 
Banker 

Mr. Rasool Ahnied Kaleemi 
/ 146-N, Block II, PECHS, Karachi 

Banker 

Mr. S. M. Rafique 
S-IS/Il, 16th  East St. Bank, Phase-I, 
Executive Defence Housing 
Authority, Karachi. 
Banker 

Mr. Masood Karim-Sheikh 
94-2, 6th Street, Phase-6, DnA, 
Karachi 
Banker 

Muhammad Nusrat Vohra 
National Bank olPakistan, Head 
Office, Karachi 
Banker 

,Mr. Farooq-ul-Hasan Chishti 
33/B, Gulgasht Colony, Multan 
Banker 

Mr. Tajammal Hussain Bokharee 
73-Main Gulberg, Lahore 
Banker 

Mr. Shafiq Khan 
I O6-G, Model Town, Lahore 
Banker 

Mr. Ali Raza Jaffery 
345/A-3, Gulberg-III, Lahore 
Banker 

• President and Chairman of Board of 
Directors of National Bank of Pakistan 

• Pakistan International Bank, (UK) Ltd. 
• Bank Al-Jazira, Jeddah 
• National Investment Trust 
• Invstment Corporation of Pakistan 
• National Discounting Services Ltd. 
• The Institute of Bankers 
• National Institute of Banking & Finance 

(Guarantee) Ltd. 
• National Insurance Company Ltd. 
• Pakistan International Airlines Corporation 
• Khushhali Bank 
• First Women Bank Ltd. 
• Hub Power Company Ltd. 
• Karachi Electric Supply Corporation Ltd. 
• Pakistan Refinery Ltd. 

• National Construction Limited 
• Pakistan Tourism Development Corp. Ltd. 
• NBP Exchange Company Ltd. 

• Pakistan Agricultural Storage & Services 
Corporation Ltd. (PASSCO) 

• NBP Almaty (Kazakhstan) 
• NBP Exchange Company Ltd. 

• Taurus Securities Ltd. 
• National Discounting Services Ltd. 
• Siemens Pakistan Engineering Co Ltd 
• Arabian Sea Country Club 
• International Asset Management Co. Ltd. 

• Taurus Securities Ltd. 
• National Discounting Services Ltd. 
• NBP Exchange Company Ltd. 

None 

• Global Leasing Company (Pt.) Ltd. 

• Asian Leasing Corporation Ltd. 

None 
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Director 
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PART VII 

7. THE MODARABA MANAGEMENT 

IS 
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7.2 INFORMATION IN RESPECT OF COMPANIES IN WHICH DIRECTORS ARE HOLDING 
DIRECTORSHIP 

Dividend Declared in Last Five Years 
2002 2001 2000 1999 1998 

I Mr. S. Mi Raza - Chairman 
I Pakistan International Bank, (UK9 Ltd. - - * N/A * N/A * N/A 
2 Batik Al-Jazira, Jeddah - - - - - 
3 National Investment Trust 50% 37.5% 30% 10% 10% 
4 Investment Corporation of Pakistan - - - . - 
5 National Discounting Services Ltd. 6% 6% 6% 6% 6% 
6 The Institute of Bankers - - - - - 

National Institute of Banking & Finance 
(Guarantee) Ltd. - - - - - 

8 National Insurance Company Ltd. - - - - - 
9 Pakistan International Airlines Corporation - - - - - 
10 K.hushhali Bank - - - - - 
II First Women Bank Ltd. - - - - 
12 Hub Power Company Ltd. 76% 39% - - 70% 
13 Karachi Electric Supply Corporation Ltd. - - - - - 
14  Pakistan Refinery Ltd. 62.50% 35% 25% 25% 23% 

2 Mr. R. A Kateemi 
I National Construction Limited - - - - 
2 Pakistan Tourism Development Corp. Ltd. - - - - 
3  NBP Exchange Company Limited - - - 

3Mr. Masood Karim Sh 
I Taurus Securities Ltd. - - - - 
2 National Discounting Services Ltd. 6% 6% 6% 6% 6% 
3 Siemens Pakistan Engg Co. T d. 130% 130% 150% 600/o  112.5% 
4 Arabian Sea Country Club - - - - - 
5  International Asset Management Co. Ltd. . - - - - 

4 Mr. S. M. RaE 

I Pakistan  Agricultural Storage & Services 
Corporation Ltd. (PASSCO) **A/F - - 20% 20% 

2 NBP Almaty (Kazakhstan) **A/F *N/A *N/A *N/A *N/A 
3 NBP Exchange Company Ltd *N/A *NIA *N/A *N/A *N/A 

5 Mr. Farooq-ul-Hassan Chishti 
Nil 

o Mr. Tajammal Bokharee 

I i Global Leasing Company (Pvtj Ltd. J 
7 Mr. Nusrat Vohra 

I Taurus Securities Ltd. 
2 National Discounting Service 6% 6% 6% 6% 6% 
3 NBP Exchange Company LU. *N/A * N/A *N/A *1.4/A *N/A 

8 Mr. ShaflqKhan 

P I  Asian Leasing Corporation Ltd. 

'40t incorporated 
Accounts Finalisation in process 

'U 
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7.3 PROFILE OF THE CHIEF EXECU'I'IVE 

Mr. Shatiq Khan is the Chief Executive of National Bank Modaraba Management Company Limited. Lie 
is a seasoned Banker with 18 years of diversified Banking experience. 

After obtaining Bachelor & Master Degree in Business Administration from University of Texas at 
Arlington USA, he joined National Bank of Pakistan and held different key managerial positions. He has 
been working with National Bank of Pakistan as General Manager Credit, Ggneral Manager Special 
Assets Management, Regional Operations Chief, Regional Chief Executive, Lahore. He is drawing a 
salary of Rs.8O,000/- per month includitig afl other benefits and allowance. 

No remuneration/compensation/beneflt will he paid from the assets/funds of the Modarab:i to the Chief 
Executive of the Modaraba Company. 

7.4 PROFILE OF THE COMPANY SECRETARY 

Mr. AN Raza Jaffery has been appointed as Company Secretary of the National Bank Modaraba 
Management Company. He is a Chartered Accountant by profession and possesses varied experience of 6 
years in financial sector and as a Company Secretary. He is entitled to privileges and benefits as per 
Modaraba Company's Policy. He is drawing a salary of Rs.70,000/- per month including all other benefits 
and allowance. 

No remunerationlcompensatlonjbenet i t witi be paid from the assets/funds of the Modaraba to the 
Company Secretary of the Modaraba Company. 

7.5 ADMINISTRATION AND MANAGEMENT POLICIES 

(a) The Modaraba Company shall mantain a Regiter of Modaraba Certificate holders and only 
Certificate holders registered in the said register shall be deemed to be owners thereof 

(b) The Modaraba Company shall keep separate books of account relating to its own income and 
expenditure and the income and expenditure of, and connected with the Modaraba or other 
Modarabas. The said books of account shall be open to inspection by the Directors, Certificate 
holders. Auditors of the Modarab:' Cnripany and the Auditors of the Modaraba. 

(c) The Modaraba Company shall, within one month of the close of first, second and third quarters of 
the financial year, prepare in accordance with such Intemational Accounting Standards and other 
Standards, as may be specified from time to time by notification in the official Gazette, for the 
purpose by the Securities and Exchange Commission of Pakistan under sub section (3) of Section 
234 of the Companies Ordinance, 1984, (XLVII of 1984), and transmit by registered post to the 
Registrar Modaraba and under postal certificate to its certificate holders a profit & loss account, a 
cash flow statement and a statement of changes in equity for, and a balance sheet as at the end ol 
that quarter, whether audited or otherwise. 

(d) Within four months of the close of the accounting year of the Modaraba, the Modaraba Company 
shall prepare and circulate to the holders of Modaraba Certificates: 

(I) the annual balance sheet, a profit and loss account, a cash flow statement and a statement of 
changes in equity; 

(ii) a report of the Auditors as prescitbed in Form Xl of the Modaraba Rules, 1981 on the balance 
sheet, a profit and loss acco nt. cash flow statement and a statement of changes in equity; 

(iii) a report by the Modaraba C:ompany on the activities and business prospects of the Modaraba 
and the profits for distribuii,n in the Certificate holders; 

(iv) any other statement or information as required under the Code of Corporate Governance 
and/or Listing Regulations; and 

any other statement or information that the Board of the Modaraba Company may like to 
include. 

(e) Hameed Chaudhri & Co., Chartered Accountants, are the auditors of the Modaraba Company. 

(v) 
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(f) M. Yousaf Adil Saleern & Co., Chartered Accountants, have given their consent to act as auditors of 
the Modaraba, 

The Registrar of Modaraba Companies and Modaraba, Islamabad has approved their appointment as 
the auditors of the FIRST NATIONAL BANK MODARABA for the first accounting year. Their fee 
will be Rs. 75,000 for the first accounting year. Modaraba auditors will be appointed and approved 
on an annual basis as required under the Modaraba Ordinance and Rules. 

(g) The Modaraba Company will provide office space, custodial and management services and charge a 
management fee not exceeding 10°/i, of the net annual profit of the Modaraba. The net profit shown 
in the annual audited profit & loss account of the Modaraba shall form the basis for calculating the 
management fee. 

(h) The Modaraba Company shall he competent to do all other acts which in its opinion may be 
necessary to promote the interest ot' the Certificate holders based on investment climate in Pakistan 
and elsewhere and the condition of the capital market and as may be warranted by commercial 
consideration in accordance with the provisions of the Modaraba Ordinance, 980, Modaraba Rules, 
1981 and Prudential Regulations for Modarabas. 

7.6 SAFEGUARDS AND INVESTMENT POLICY 

7.6.1 The Modaraba's safeguards and investment policy provides a framework to ensure that: 

(i) All the business dealings, transactions and conduct at all times conform to Sharia. 

(ii) The total exposure of FIRST NATIONAL BANK MODARABA to a single person or group 
shall not exceed 20% of the equity of the Modaraba. 

(iii) Reasonable financial and business prudence is observed in investments, resource mobilization 
and financial advisory services. 

(iv) Risks are managed on sound professional basis. 

(v) Management controls and saleguards are built in the investment and business process. 

(vi) None of the types of business contemplated herein shall include directly or indirectly an 
element of 'nba' and no business or transaction shall in any way be violative of the 
Injunctions of Islam. Before undertaking any such business as contemplated herein the precise 
nature of the business as well as the arrangements and instmments through which the business 
will be undertaken shall he submitted to the Religious Board for its approval. 

(vii) Risks will be minimized by diversification of leased assets portfolio and other investments 
portfolio and by not dealing exclusively with any one institution or organization. 

(viii) The quality of credit will be closely monitored and following credit policy will apply: 

all lease/credit proposals will be approved by the credit committee constituted by 
Modaraba company; and 

all such approved lease/credit proposals will be placed before Modaraba Company's 
Board of Directors on a regular basis for ratification. 

Credit worthiness of lessees. 

Potential lessees, will be thoroughly vetted before signing the lease agreement and handing 
over of the asset 

Credit worthiness of the lessee will be determined according to the following criteria: 

'II 
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(a) an analysis of the potential lessees audited accounts. The lessee may either be a: 

private limited company 
public limited company 
branch compaii 01 artnership 
high net worth individual 

Particular reference will hc made to the Debt Equity ratio, the current ratios and the liquid 
ratios, It would be examined thai the auditors report is clean and is in line with the industry as 
a whole. 

(b) The Profit & Loss Ac:count will be examined to ensure that the lessee has a profitable 
operation in line with he industrial average. 

(c) The cash flow statement will be examined together with 5 year projections to ensure that 
the lessee has the potential or capacity to pay the monthly lease rentals. 

(d) In extreme cases the lessee may be required to provide collateral or security, or indeed a 
bank guarantee covering the rental payments. 

(ix) Lease transactions will be in line with applicable laws and regulations. 

(x) We submit that leasing is a business in which further checks, balances, and safeguards, are 
incorporated in the business itsellas follows: 

(a) Theprime collateral is the asset itself which is an item of value, Its registration or 
ownership will be in the name of the Modaraba. 

(b) The lease agreement is a legally executed form of contract between the Lessor and the 
Lessee, and binds the Lessee very firmly for fulfilling all his obligations under the lease. 
It gives the Lessor wide powers in the event of anydefault by the Lessee. 

(c) Prior to the granting of my lease, the Lessor examines the audited statements of 
accounts of the proposed Lessee and also obtains a credit report. 

(d) Where the examination of books shows any possible weakness in the status of the 

J
7.6.2 GENERAL Lessee, additional collateral is invariably specified and executed in support of the lease. 

(I) The directors of the Modaraha Company shall exercise strict vigilance over the business of the 
Modaraba. All decisions will he made on sound business principles and based on the best 
possible advice. 

(ii) Suitably qualified and experienced personnel for the Modaraba will be engaged by the 
Modaraba Company who will bring with them knowledge and expertise in credit assessment 
and marketing. 

(iii) Business aM investment decisions shall be judiciously based on thorough analysis and 
studies, scope of future piospects in the light of cash flow, market, operations, business 
projections and environment considerations, as well as the management of enterprise. 

(iv) In making financial investments the risks will be minimized through diversification of the 
portfolio. 

(v) A separate bank account will be maintained by the Modaraba Company in respect of the 
Modaraba. This will be operated by authorized officers of the Modaraba Company. 

lB 
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(vi) Collection accounts for subscription towards the Modaraba Certificates will be operated 
jointly by two authorized officers of the Modaraba Company. 

(vii) Musharika, Morabaha and commercial funding facilities will be extended to sound industrial 
and commercial entities and other enterprises which are enjoying or may enjoy similar 
facilities from the banking and financial sector. 

(viii) Business transactions shall be conducted in accordance with the applicable laws and 
regulations of the country. 

(ix) The shares Certificates acquired out of the Modaraba Fund will be registered in the name of 
the Modaraba in the respective books of the companies issuing the shares. 

(x) The Modaraba Company shall cause to publish in the bulletin or other such publications of the 
Stock Exchanges on which its shares are listed, the names and values of the Modaraba's 
shares portfolio as at the end of each half year. 

(xi) The Modaraba Company shall not: 

• Effect a short sale in any share; 
• Purchase any share on margin; 
• Enter into speculative transactions; 
• Purchase any share or commodity in a forward contract; or 
• Enter into carry over trade transactions. 

7.6.3 COMPLIANCE W(TH PRUDrT;AL REGULATIONS 

Chief Executive and Directors of the Pvtodaraba Company will ensure that the business transactions 
undertaken by the Modaraba are in compliance with the Prudential Regulations for Modarabas (as 
amended from time to time) issued by the SEC. 

7.7 INTEREST OF THE MODARABA COMPANY, ASSOCIATED CONCERNS ITS DIRECTORS 
AND OFFICERS 

The Modaraba Company is interested to the extent of its capita] investment in the Modaraba, in 
management fee maximum to the extent of 10% of the net annual profits of the Modaraba and in 
reimbursement of expenses incurred by it on behalf of the Modaraba. There is no other interest of the 
Modaraba Company and its directors arid officers in promoting the Modaraba. 

Mr. Shafiq Khan, has been appointed Chief Executive of the Modaraba Company. The remuneration of 
Directors, other than fish time working directors for attending meetings of the Board or of Committees 
shall from time to time be determined by the Board of Directors within limits as permissible under law 
and shall be paid by the Modaraba Company. 

7.8 BENEFITS TO PROMOTERS AND OFFICERS 

No amount or benefit has been paid or given or is intended to be paid or given to any promoter, director or 
to any officer of the Modaraba Company other than as remuneration for services rendered as whole-time 
executivçs of the Modaraba Company and the remuneration for services shall be bome by the Modaraba 
Company. 

The provisions of Section 31 and 32 of the Modaraba Ordinance, 1980 shall ipso facto apply to the 
Modaraba Company and its Chief Executive and Directors for-contravening the contents of this 
Prospectus. 
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PART VIII 

8. MISCELLANEOUS 

8.1 NAME OF THE MODARABA 

8.2 MODARABA COMPANY, 
REGISTERED OFFICE AND 
PRINCIPAL PLACE OF BUSINESS 

83 BANKERs TO THE MODARABA 

8.4 BANKERs TO THE MODARABA 
COMPANY 

8.5 BANKERS TO THE ISSUE 

8.6 AUDITORS To THE MODARABA 
COMPANY 

8.7 AUDITOR OF THE MODARkBA 

8.8 LEGAL ADVISORS 

8.9 CONSULTANTS TO THE ISSUE, 
COMPUTER BALLOTERS AND 
SHARES REGISTRAR 

First National Bank Modaraba 

National Bank Modaraba Management Company 
Limited 
National Bank of Pakistan 
Regional Head Quarter Building 
26-Mclagon Road, Lahore 
Telephone Nos: (042) 9211225,9211200 
Fax: (042) 7242102 

National Bank of Pakistan 

National Bank of Pakistan 
Meezan Bank Limited 

• National Rank of Pakistan 
• Habib Bank Limited 
• United Bank Limited 
• Muslim Commercial Bank Limited 
• Meezan Bank Limited 

Hameed Chaudhrj & Co. 
Chartered Accountants 
H.M. House, 7-Bank Square, Lahore 

M. YousafAdil Saleem & Co. 
Chartered Accountants 
Apt. 4, Block-B, 90-Canal Park, 
Gulberg-J1, Lahore. 
Ph. (Off) : 5756440, 5757022, 5753546 
Fax : 5757335 
Email : maraircIftpaknetcomok  

MIs. Mandyiwala & Zafar 
Advocate 
Zafar Chambers, 7/B-I, Aziz A'enue, Canal 
Bank, Gulberg-v, Lahore. 

Hameed Majeed Associates (Pvt.) Limited 
HM House, 7-Bank Square, Lahore 
Telephone No.: (42) 7235081-2 
Fax : (42)7358817 
Email : infohmaconsuItants corn 

8.10 MATERIAL CONTRACTS 

8.10.1 Underwriting Agreements 

Underwriting agreements for the present ksue of Rs.100,00 million have been entered into between the 
Modaraba Company and Underwriters as under. 

Sr. 
No.  

Names of Underwriters for Present 
Issue of Rs.lO0,00 million 

Agreement 
Date 

Addendum Date Amount 
(Rs.) I. Faysal Bank Limited July II, 2003 September II, 2003 35,000,000 2.  PICIC July 11,2003 September 11,2003 25,000,000 3.   Dawood Leasing Company Limited July 11,2003 September 11,2003 25,000,000 

15,000,000 
4.  Orix Investment Bank Pakistan Limited July 11,2003 September 11,2003 

_.P!P_0O,O 
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8.10.2 Investors' Agreement 

Investors' Agreements were entered between the following investors and Modaraba Company for the 
private placement of Rs.75.00 Million of Modaraba Fund: 

Sr. 
No. 

Pre-IPO Investors for Private 
Placement of Rs.75.00 million 

Agreement 
Date 

Addendum Date Amount 
(Rs.) 

1.  PICIC July 11,2003 September 11,2003 18,750,000 
2.  Bank Alfalah Limited July 11,2003 Septemb& 11,2003 18,750,000 
3.  Faysal Bank Limited July 11,2003 September 11,2003 15,000,000 
4.  The Bank of Punjab July 11,2003 September 11,2003 15,000,000 
5.  Dawood Leasing Company Limited July 11,2003 September 11,2003 3,750,000 
6.   Orix Investment Bank Pakistan Limited July 11,2003 September 11,2003 3,750,000 

75,000,000 

8.11 INSPECTION OF DOCUMENTS 

Copies of Memorandum and Articles of Association ofthe Modaraba Company, the Auditors' Certificates 
and copies of the documents referred to in this Prospectus may be inspected during the usual business 
hours on any working day at the Registered Office of the Modaraba Company from the date ol publication 
of this Prospectus till the closing of Subscription List. 

8.12 CERTIFICATE OF THE RELIGIOUS BOARD 

The Religious Board constituted under Section 9 of the Modaraba Ordinance has approved the proposal of 
National Bank Modaraba Management Company Limited for floatation of the First National Bank 
Modaraba and has certified that the business proposed to be undertaken by First National Bank Modaraba 
as per the draft prospectus submitted by National Bank Modaraba Management Company Limited is not 
opposed to the injunctions of Islam. 

8.13 FULFILLMENT OF THE REQUIREMENTS OF VARIOUS CLAUSES OF FOURTH 
SCHEDULE TO THE MODARABA COMPANIES AND MODARABA RULES, 1981 

It is hereby stated under clause 18 of the Fourth Schedule that no Certificate has been issued or agreed to 
be issued by the Modaraba otherwise than in cash. As required under Clause 19,20 and 26 of the Schedule 
it is clarified that no property has so far been purchased or is proposed to be purchased or acquired and 
that no business has so far been carried on by the Modaraba. It is also confirmed that no amount has been 
paid or benefit given to the Modaraba Company. The requirements of Clauses 21 through 25 of the Fourth 
Schedule under reference have also been suitably dealt. 

8.14 LEGAL PROCEEDINGS 

There are no legal proceedings against the Modaraba Company nor has the Modaraba Company initiated 
any legal proceedings against any party. 

8.15 VENDORS 

The Modaraba has no vendors in term of clause 12 of Part I of the Second Schedule of the Companies 
Ordinance. 

8.16 SUBSIDIARy COMPANIES 

The Modaraba has no subsidiary company. 

8.17 MEMORANDUM OF ASSOCIATION 

The Memorandum of Association, inter alia. contains the objects for which the Management Company 
was incorporated and the business which the Management Company is authorized to undertake. A copy of 
the Memorandum of Association is annexed to this Prospectus and with every issue of the Prospectus 
except the one that is released in newspapers as advertisement. 

8.18 INVESTMENT IN ASSOCIATED COMPANIES UNDER SECTION 208 OF THE COMPANIES ORDINANCE 

There is no investment of the Modaraba in any of its associated company. 

8.19 REVALUATION OF ASSETS 

The Modaraba has not revalued any of its assets and no such provisions have been made in the accounts. 

8.20 CAPITALIZATION 

The Modaraba has not capitalized any of its reserves. 
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PART IX 

9. THE FORM OF MODARABA CERI'IIlCATE 

FIRST NATIONAL BANK MODARABA 

Managed by 

NATIONAL BANK MODARARA MANAGEMENT COMPANY LIMITED 

AUTHORIZED MODARABA FUND RS. 600,000,000 
DIVIDED INTO 60,000,000 CERTIFICATES OF RS. 10/- EACH 

This is to certify that: 

is/are the Registered Holder(s) of  fully paid 
Modaraba Certificates of Rs. 10/- each numbered as below, in 
FIRST NATIONAL BANK MODARABA subject to the terms of 
the Prospectus and that a sum of Rs. 10/- has been fully paid for 
each Certificate. 

Folio 
Number 

Certificate 
Number 

Distinctive Numbers (inclusive) Number of 
Certificates 

From To 

Given under the Common Seal of the Company 

This day of 
Chief Executive 

Secretary 
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PART X 

APPLICATION AND ALLOTMENT INSTRUCTIONS 

I. Name(s) and address(es) must be written in fill in block letters in English and should not be abbreviated. 
A!! applications must bear the signature(s) and address(es) corresponding with that recorded with the bank 
in the applicant's account. In case of dj[ference of signature with the bank and on the National Identity 
Card, both the signatures should be affixed on the application form. 

2. APPLICATION MUST BE MADE ON THE MODARABA'S PRINTED FORM OR A LEGIBLE 
PHOTOCOPY THEREOF. Non-resident Pakistani nationals must submit their applications in duplicate 
alongwith the declaration attached to the applications. 

3. The applicants opting for scrip-less form of security are required to complete the relevant sections of the 
application form. In case of discrepancy hcteen the information provided in the application form and the 
information already held by CDC, the Modaraba Company reserves the right to issue the modaraba 
certificates in physical form. 

4. (a) An Attested Copy of the National Identity Card should invariably be enclosed and the number 
indicated on each application, except in case of the applications filed by the Investment Corporation 
of Pakistan on behalf of its account holders/investors, and applications filed by limited companies 
and bodies corporate. Copy of the National Identity Card can be attested by any Federal/Provincial 
Government Gazetted Officer, Counselor, Bank Manager, Oath Commissioner and Head Master of 
High School etc. 

(b) Original National Identity Card, along with one attested photocopy, must be produced for 
verification by the bank branch at the time of presenting an application. The attested photocopy will, 
after verification, be retained by the bank branch alongwith the application. 

5. (a) Application must be made for certificates of Rs. 5,000/- or in multiples thereof Application for 
certificate below the value of Rs.5,Otio,- shall not be entertained. 

(b)
Modaraba Certificates will be issued in marketable lots of 500 Certificates of Rs.10/- each. 

6. (a) Subscription money must be paid by cheque drawn on applicant's own account. 

(b) Only one application will be accepted against each account. In case of joint accounts, one 
application will be accepted in the name of each of the joint account holders. No application will be 
accepted in the name of a person shown as minor in the records of the Bank. 

7. 
Copies of the Prospectus and Application Forms can be obtained from the members of the Karachi Stock 
Exchange (Guarantee) Limited and Lahore Stock Exchange (Guarantee) Limited, the Bankers to the Issue 
and their branches, Consultants to the issue and the Registered Office of the National Bank Modaraba 
Management Company Limited. 

8. 
Remittance for the lull amount of Certificates of Rs.lO/- each must accompany each application and must 
be forwarded to any one of the Bankers to the Issue named in the Prospectus. Payment should be in the 
form of cheque(s) or draft(s) drawn payable to one of the Bankers to Issue "AJC FIRST NATIONAL 
BANK MODARABA" and crossed "A/C PAYEE" and must be drawn on a bank in the same town as the 
bank to which the application form has been sent. Subscription money must be paid by cheque drawn on 
applicants own account. 

9. 
Application shall not be made by or on behalf of minors and/or persons of unsound mind or firms or 
trusts. Applications made by companies and corporate bodies must be accompanied by a copy of their 
Memorandum and Articles of Association or eqttivalent instrument, Where applications are made by 
virtue of instrument of Power of Attorney, the instrument of Power of Attorney or notarially certified copy 
must be lodged with the application. 

10. 
Joint applications by more than four petsoas shall not be accepted. In case of joint application, each 
person must sign the application form and submit attested copies of National Identity Card. The Modaraba 
Certificates will be despatched to the person whose name appears first on the application form, while in 
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case of CDS it will be certified to the respective CDC account and where any amount is refundable, in 
whole or in part, the same will be refundable by cheque and by post, to the person named first on the 
application form, without interest, or through the bank where the application is tendered. 

11. Banks are not allowed to make application for the Modaraba Certificates of the value of Rs.5,000/- on 
account of their constituents in the case of resident Pakistanis. Such application shall be made by the 
subscriber himself, complete in all respects and shall be certified by the Bank Manager as provided in the 
application form. Modaraba Certificates iii respect of such applications shall be issued in the name of the 
applicant and sent to the postal address stated by the applicant or to the bank through which the 
application is tendered, while in case of CDS it will be certified into the respective CDC account. These 
Modaraba certificates shall not be issued in the name of the Bankers. 

12. Application for the Modaraba Certificates of the value of Rs,5,000/- in the case of non-resident Pakistanis 
and in other cases above the nominal alue of Rs. 5,000 may be made by banks on behalf of their 
constituents but must contain all information in respect of each constituent on the application form. All 
such applications made by banks must also be certified by the Bank Manager concerned as provided in the 
application form. Modaraba Certificates in respect of such applications will be issued in the name of banks 
on account of the constituent and the relevant Modaraba Certificates and advices for refund, if any, will be 
sent to the bank concerned. 

13. No receipt will be issued for payment made with the application but an acknowledgement will be 

forwarded in due course either by issue of Modaraba Certificates, in whole or in part, or by refund of the 
money paid with the application. The receiving bankers will issue provisional ackno ledgernent for 
applications lodged with them. No interest or profit will be payable in respect of the refunded amount 

14. It would be permissible for a bank to refund subscription money to an unsuccessful applicant having an 
account in that bank by crediting such account instead of remitting the same by cheque, pay order or bank 
draft. Applicants should, therefore, not fail to give their bank account number. 

15. Allotment shall be made in accordance w'th the instructions laid down by the Securities and Exchange 
Commission of Pakistan. 

16. 
Application shall be subject to pre-ballot as well as post-ballot scrutiny. Applications, which do not meet 
the above requirements, or applications which are incomplete will be rejected. Subscription money in 
respect of rejected application shall not he refunded without the approval of the Securities and Exchange 
Commission of Pakistan. 

17. In case of applications made by a banker or recognised Stock Exchange member, the Banker to the Issue 
or the member shall obtain the Certificates from the applicant(s) in terms of paragraph(3) of the 
application form and forward the same in original to NATIONAL BANK MODARABA 
MANAGEMENT COMPANY LIMITED with the application. 

18. Balloting of the applications will be restricted to only such applications which are complete in all respects. 
Failure to adhere to the above requirements may result in post ballot rejection of the application. 

19. 
Making of any false statements in the application or willfully supplying of incorrect information therein 
make the applicant or the bank liable to legal action. 

20. The basis and conditions of allotment to the general public shall be as follows: 

(a) The minimum amount of application for subscription of Modaraba Certificates is Rs.5,000/-. 

(b) Application for certificates below the total value of Rs.5,000I- shall not be entertained. 

(c) Fictitious and multiple (i.e. more than one) applications are prohibited and such applicants' 
money shall be liable to confiscation under Section 18-A of the Securities and Exchange 
Ordinance, 1969. 

(d) Application must be made for certificates of Rs.5,000/- or in multiples thereof 

(e) If the certificates to be issued to the general public are sufficient for the purpose to accommodate all 
the applications, all applications shall be accommodated. 

El 
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(I) if the issue is oversubscribed both in tel-ms of number of applications and amount, the certificates 
will be allotted by conducting computer balloting in the presence of the representatives of the KSE 
and LSE. 

(g) If the issue is oversubscribed in teniis of amount only, then all applications shall be accommodated 
initially for certificates of Rs.5,000 - each and the balance certificates shaH be allotted on pro-rata 
basis to all applicants who applied fOr certificates in multiples of Rs.5,000/- 

(h) Allotment of certificates will be subiect to scrutiny of applications for subscription. 

CODE OF OCCUPATIONS 
I. Business 2. Business Executive 
3. Service 4. Housewife 
5. Household 6. Professional 
7. Student 8. Agriculturist 
9. Industrialist 10. Others 

CODE BANKERS TO THE I'StE 
01 National Bank of Pakistan 
02 Habib Bank Limited 
03 United Bank Limited 
04 Muslim Commercial Bank Limited 
05 Meezan Bank Limited 

ED 
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SIGNATORIES TO THE PROSPECTUS 

1. Mr. S. All Raza sd/- 

2. Mr. Rasool Ahmed Kaleemi sdl- 

3. Mr. S. M. Rafique sd/- 

4. Mr. Masood Karim Sheikh sd/- 

5. Mr. Muhammad Nusrat Vobra sW- 

6. Mr. Farooq-ul-Hasan Chishti sd/- 

7. Mr. Tajammal Hussain Bokharee sd/- 

8. Mr. Shafiq Khan sd/- 

Date: 

Place: 

Witness to the signatures: 

Name: 

Occupation: 

Address: 

NIC No: 



FIRST NATIONAL BANK MODARABA 

THE COMPANIES ORDINANCE, 1984 

MEMORANDUM OF ASSOCIATION 

OF 

NATIONAL BANK MODARABA MANAGEMENT 
COMPANY LIMITED 

The name of Company is "NATIONAL BANK MODARABA MANAGEMENT COMPANY 
LIMITED". 

II. The Registered Office of the Company will be situated at Lahore in the Province of Punjab. 

Ill. The company will be a subsidiary of National Bank of Pakistan and the ohjects for which the 
Company is established will be governed by the Modaraba Companies and Modaraba (Floatation 
and Control) Ordinance, 1980, the company will undertake any or all of the following business in 
and outside Pakistan, except for any activity which are inconsistent with Sharia'a: 

I. To initiate, sponsor, promote, float, organize, manage, administer, operate, modaraba funds 
and modarabas of all types and descriptions, mutual funds, unit trust and other similar 
concerns either in syndicates or otherwise for the purpose of undertaking all activities which a 
modaraba can undertake under the law providing that none of these enterprises would be 
engaged in or the funds thereof invested in any venture; the activities of which are contrary to 
the Injunctions of Islam or which involve the element of nba in any form whatsoever. 

2. To invest or participate in and to collaborate or co-operate with any modaraba company, 
modaraba fund, modaraba, mutual fluid, unit trust, and other sithilar concerns either in 
syndicates or otherwise providing that none of these enterprises is or would be engaged in or 
the funds thereof invested in any venture; the activities of which are contrary to the 
Injunctions of Islam or involve the element of nba in any form whatsoever. 

3. To act as professional and technical consultants and advisors and provide or assist in 
providing of any professional, technical and managerial advice or assistance to any 
undertaking or enterprise whatsoe•'er. 

4. To undertake and execute trusts of all kinds and also to undertake the office of Attorneys and 
to discharge the duties and functions incident thereto. 

5. To act as nominee or agent either solely or jointly for any person or persons, company, 
corporation, government, state or province, or of any municipal or other authority or public 
body. 

6. To hold in trust as trustee or nominee of any person or persons company, corporation, 
government, state or province or of any municipal or other authority of public body and deal 
with, manage and turn to account any real and personal property of all kinds and in particular 
shares, Stocks, debentures, securities, scrips, participation term certificates, terms finance 
certificates, finance certificates, musharika certificate, modaraba certificates, insurance 
policies, book debts, claims and choses-in-action, lands, buildings, business concerns and 
undertakings, mortgages, charges, unities, patents, licences, and any interest of whatsoever 
kind in real or personal property or against any person, company, corporation or body. 

7. To negotiate loans and to act as agents for the loans, payment, transmission and for the 
management and realization of property subject to Companies Ordinance, 1984, and generally 
to transact all kinds of agency business except Managing Agency. 

EU 
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8. To furnish and to provide deposits and guarantee funds required in relation to any tender or 
application for any contract, concession, decree, enactment, property or privilege, or in 
i-elation to carrying out ot any contract, concession, decree or enactment. 

9. to subscribe for, take, acquire, underwrite, and deal in stocks, shares, bonds, mortgage, 
inodaraba certificates, teriii flounce certificate, obligations and securities of all kinds. 

10. To undertake the office of receiver, liquidator, attorney and delegate, and to discharge the 
duties and functions incidental thereto under the Modaraba Companies and Modaraba 
(Floatation and Control) Ordinance, 1980. 

II. To keep for any company, goemment authority or body, any register relating to any stocks, 
funds, shares or securities or to undertake any duties in relation to the registration of transfers, 
the issue of certificates or otherwise. 

12. To receive and hold securities and valuables of all kinds for custody and generally to carry on 
the business of a safe deposit company, also to collect and receive all dividends, share of 
profit and other payables or receivables in respect of any of the securities so held as allowed 
by the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980. 

13. To take or concur in taking all such steps and proceedings as may seem best calculated to 
uphold and support the credit of the Company, and in particular to obtain the guarantee or 
indemnity of any company or person for the benefit of any person or company dealing with or 
concerned in the performance of any duty or obligation by the Company. 

14. To purchase or otherwise acquire and undertake all or any part of the business, property and 
liabilities of any person or company carrying on any business which the Company is 
authorized to carry on, or possess property suitable for the purposes of this Company. 

15. 1'o enter into any arrangement with any government or authorities, supreme, municipal, local 
or otherwise, and to obtain from any such government or authority all rights, concessions and 
privileges that may seem conducive to the Company's objects or any of them. 

16. To enter into any partnership or into any arrangement for sharing profits, union of interests, 
joint ventures, reciprocal concession or co-operation, with any person or company carrying on 
or engaged in or about to carry on or engage in any business or transaction which this 
Company is authorized to carry on or engage in, or any business or transaction capable of 
being conducted so as directly or indirectly to benefit this Company, and take or otherwise 
acquire, and hold shares or stocks in or securities of and to subsidise or othenvise assist any 
such company, and to sell, hold, re-issue, with or without guarantee, or otherwise deal with 
such shares or securities. 

17. Generally to purchase, or otherwise acquire any real or personal property and any rights or 
privileges which the Company may think necessary or convenient with reference to any of 
these objects, or acquisition of which may seem calculated to facilitate the realisation of any 
securities held by the Company, or to prevent or diminish any apprehended loss or liability, or 
which may seem capable oF being profitably dealt with by way of resale or otherwise, and in 
particular any lands, buildings, ground rents, reversions, policies of assurance, life interests, 
choses-in-action, book debts and other assets. 

IS. To establish and support, or to aid in the establishment and support of associations, 
institutions, funds, trusts and conveniences calculated to benefit any of the employees or ex-
employees of the Company or its predecessors in business, or any of the dependents or 
connections of any such persons, and to grant pensions and allowances to any such persons, 
dependents or connections and to make payments towards insurance thereof respectively, and 
generally to subscribe or guarantee money to or for charitable or benevolent objects, or to or 
for any exhibition, or to or for any public, general or useful object. 

19. To sell or dispose of the undertaking of the Company or any part thei-eof for such 
consideration as the Company thinks fit, and in particular for shares, debentures or securities 
of any other company having object altogether or in part similar to those of this Company. 

IP1 
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20. To promote any company or companies for the purpose of acquiring all or any of the property, 
rights and liabilities of this Company, or for any other purpose which may seem directly or 
indirectly calculated to benefit this Company. 

21. To invest and deal with the moneys of the Company, not immediately required, upon such 
securities in such manner as I-nay from time to time be determined. 

22. To obtain any Act of the Government of Pakistan for enabling the Company to carry any of its 
objects into effect, or for effecting any modification of the Company's constitution, or for any 
other purpose which may seem expedient and to oppose any proceedings or applications 
which may seem calculated directly or indirectly or prejudice the Company's interests. 

23. To borrow or secure the payment of money in such manner and on such terms as may seem 
expedient, and in particular by the creation of debentures or debenture-stock, and term finance 
certificates, mortgages, charges or other securities whatsoever, whether specific or general, 
and whether perpetual or otherwise, and whether charged or not charged upon the whole or 
any part of the property of the Con- pany, both present and future. 

24. To procure the Company to be recognized in any country outside Pakistan. 

25. To distribute any of the assets of the Company in specie amongst its members or any class or 
classes of members or any ind1vidual member in case of liquidation. 

26. To pay all expenses of and incidents at the fonnation and launching of the Company, and to 
remunerate any parties for services rendered or promotion of the Company, or the conduct of 
its business. 

27. To do all or any of the above .hii6s in any part of the world, and either as principals, agents, 
contractors, or otherwise, and either alone or in conjunction with others, and either by or 
through agents, sub-contractors or otherwise, and either for reward or gratuitously. 

28. To sell, improve, manage, develop, exchange and enfranchise, mortgage, dispose of, tum to 
account orotherwise deal with all or any part of the property and rights of the Company. 

29. •To carry on any other modaraba business which may seem to the Company capable of being 
conveniently cat-ned on in conncction with the above or calculated directly or indirectly to 
enhance the value or render profitable any of the Company's property or rights. 

30. To do all such other things as are incidental or conducive to the attainment of the above 
objects and so that the word "Company" in the clause shall be deemed to include any 
partnership or other body of persons whether incorporated or not incorporated and whether 
domiciled in Pakistan or elce'vl'e'e, and the intention is that the objects specified in each 
paragraph in this clause shall, except where otherwise expressed in such paragraph, be in no 
way limited or restricted by reference to or inference from the terms of any other paragraph of 
this clause or the name of the Company. 

31. Notwithstanding anything written above in this clause, the Company or any modaraba floated 
by it shall not engage in any banking activity or an)1 activity or business which is contrary to 
the injunctions of Islam or which may involve the element of nba in any form whatsoever and 
not to act as investment Insurance, leasing, or managing agency business company or any 
unlawfiñ business. 

LIABILITY 

IV. The Liability of the members is limited. 

SHARE CAPITAL 

V. The Authorized Capital of the Company is Rs. 1 50,000,000/- (Rupees One hundred fifty million 
only) divided into 15,000,000 (Fifteen million) shares of Rs. 10/- (Rupees Ten) each. 

S 
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CORPORATE INFORMATION 

Board of Directors Syed Irtiza Kazmi Chairman 
Khawaja Muhammad Amin-ul-Azam Director 
Khawaja Waheed Raza Director 
Mr. Jamal Nasim Director 
Mr. Muhammad IqbaI Hussain Director 
Mr. Aamir Amin Director 
Mr. AbbasAzam Chief Executive Officer 

Shari'ah Advisor Mufti Ehsan WaquarAhmed 

Chief Financial Off icer/ Mr. Au Abbass 
Company Secretary 

Audit Committee Mr Jamal Nasim Chairman 
Khawaja Muhammad Amin-ul-Azam Member 
Khawaja Waheed Raza Member 
Mr. AarnirAmin Member 

HR & Remuneration Committee Khawaja Waheed Raza Chairman 
Khawaja Muhammad Amin-ul-Azam Member 
Mr. Muhammad lqbal Hussain Member 

Shares Regislrar Hameed Majeed Associates (Pvt.) Limiled 
H. M. House, 7 - Bank Square, Lahore 
Tel: 37235051-2, Fax: 37358817 

Auditors Riaz Ahmad & Company 
Chartered Accountants 

Legal Advisor Comelius Lane & Multi Advocates and Solicitors Nawa-i-Waqt House!  4-Shahrah-e-
Fatima Jinnah, Lahore Tel.: 36360824, Fax: 36303301 

Bankers National Bank of Pakistan 
Bank Alfalah Limited 
Al Baraka Islamic Bank 
Habib Bank Limited 
Allied Bank Limited 
MCB Bank Limited 
First Women Bank Limited 
Bank Islami Pakistan Limited 
United Bank Limited 

Registered Office Ground Floor, NBP RHQs Building, 26-McLagon Road, Lahore 
Tel: 042-99211200, Fax: 042-99213247 
URL: http://.nbmodaraba.com 
E-mail: infonbmodaraba,com 

* Subsequent to year end Mr. Irtiza Kazmi and Mr. Khawaja Muhammad Amin-ul-Azamwere replaced by Mr. Rehmat All 
Hasnie and Mr. Jamal Baquar as NBP nominee director, 
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NOTICE OF 14TH ANNUAL REVIEW MEETING & BOOK CLOSURE 

Notice is hereby given that the 14th  Annual Review Meeting of certificate holders of First National 
Bank Modaraba will be held on Tuesday, October31, 2017 at 11:00 am. at 4th  Floor, NBP RHQs 
Building, 26 — McLagon Road, Lahore to review the performance of the Modaraba for the year 
ended June 30, 2017. 

The Certificate Transfer Book will remain closed from October21, 2017 to October31, 2017 (both 
days inclusive) forthe purpose of eligibility to attend theAnnual Review Meeting. 

The certificate holders whose names appear on the Register of Certificate Holders of First National 
Bank Modaraba at the close of business as on October 20,2017 will be eligible to attend the Annual 
Review Meeting. All transfers received in order, up to the close of business on October 20, 2017 at 
our Registrar's Office, Hameed Majeed Associates (Pvt.) Limited, H.M House, 7 — Bank Square, 
Lahore will be considered in time. 

By order of the Board 

Ali Abbass 
Company Secretary 
National Bank Modaraba Management Company Limited 
Managers of First National Bank Modaraba 
Lahore: October 05, 2017 
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Vision: 

To offer Shariah complaint Islamic Financial Products in 
the financial market so as to achieve optimum customer satisfaction 

and develop sustainable business relationships. 

Mission: 

Promote an Islamic Financial Institution where values of 
management excellence, professionalism, human resource 

development are promoted such that interests of all 
stakeholders are safeguarded. 
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Annual Sliari'als Advisor's Report 

1 have conducted the Sluiri'eth review of First National Bank Modaraba managed by National 

Bank Modaraba Management Company Limited (NBMMCL), a wholly owned subsidiary of 

National Bank of Pakistan for the financial year ended June 30, 2017 in accordance with the 

requirements of the Shari'ah Compliance and Shari'ah Audit Mechanism for Modarabas 

and report that except the observations as reported hereunder, in my opinion: 

i. The Iviodaraba has introduced a mechanism for Shari'ah compliance and the systems, 

procedures and policies adopted by the Modaraba are in line with the Shari'ah principles; 

ii. No significant developments took place during the year. 

iii. the financing agreement(s) entered into by the Modaraba are Shari'ah compliant and the 

financing agreement(s) have been executed on the formats as approved by the Religious 

Board and all the related conditions have been met; 

iv. To the best of my information and according to the explanations given to me, the business 
transactions undertaken by the Modaraba and all other matters incidental thereto are in 

conformity with the Shari'ah requirements as well as the requirements of the Prospectus, 

Islamic Financial Accounting Standards as applicable in Pakistan and the Shari'ak 

Compliance and Shnri'ah Audit Regulations for Modarabas 

v. Profit sharing ratios, profits and charging of losses (if any) relating to any deposit raising 

product conform to the basis and principles of Shari'ah. 

vi. The earnings that have been realized from the sources or by means prohibited by Shari'ah 

have been credited to charity accounts, 

Observation(s) 
During my review, it has been observed that: 

i. FNBM is maintaining bank accounts with conventional Bank. 

ii. Financing from conventional Bank(s) have been secured, 

iii. No training was conducted for the staff 

Page loU 

05 



'7 
Annual Report 2017 

Recommendafion(s) 

Following are some recommendation: 
i. FNBM must maintain account in Islamic Banks/Islamic Windows of Conventional 

Banks only- 

ii. All credit lines with conventional banks must be replaced withlslamic Banking facilities. 
This must be done by December 31. 2017. 

Conclusion 

Based on the above-mentioned fact, I am of the view that the business operations of First 
National 13ank Modaraba are Shariah compliant up to the best of my knowledge. 

Mufti E.hsanWaqarAhmad 
Signature Shadab Advisor 

Mufti Drsan Waqssnr 

Shari'a/i Advisor 

Dated: October 3, 2017 

Page Zof 2 
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First National Bank Modaraba 

DIRECTORS' REPORT 
Board of Directors of National Bank Modaraba Management Company Limited (NBMMCL), the 
management Company of First National Bank Modaraba (FNBM), is pleased to present the 
directors report on the 14th  annual accounts of FNBM for the period ended June 30, 2017. These 
accounts have been audited by the statutory auditors of the Modaraba and are accompanied by 
their audit report. 

1. Sector Outlook: 
Year Ended 

June 30, 2017 
Year Ended 

June 30. 2016 
YearEnded 

June 30. 2015 
Year Ended 

June 30, 2014 
YearEnded 

June 30, 2013 
Year Ended 

June 30, 2012 

Balance Sheet Size 508,478,472 841,306.270 1,248,349,011 1,692,658.474 2,003,442,328 1962,968,244 

Total Equity 16.333.070 87,692,752 141,525.254 263,701,324 297,913,401 339,775,945 

Totel Operating & 
Other Income 179801,462 314,368,924 451,401,503 558,123.884 567,094,855 605,820,667 

Operating & 
Financial Exp. (163.231.481) 302.048.194 460,444,217 592,335,961 583.957.399 575,113.425 

Profit for the perIod (71.359,662) (53.832.502) (122.176,070) (34,212,077) (16.862.544) 30.707,124 

Modaraba Co.'s 
Management Fee Nil Nil Nil Nil Nil 3.070,724 

Net profit aftertax (71,359.682) (53,832,502) (122,176,070) (34,212.077) (16.862,544) 27,636,518 

Earning per 
certificate (Rs.l (2.85) (2.15) (4.89) (1.37) (0.67) 1.11 

Return on Assets 
(%) (13.9) (6.39) (9.76) (2.01) (0.83) 1.38 

Return on Equity 
(%) (436.9) (21.52) (87.14) (12,92) (5.65) 8 

Dividend Paid (14) Nil Nil Nil Nil Nil 10 

Breakup value per 
certificate (Rs.) 0.64 3,50 5.64 10.52 11.88 13.56 

2. Sector Outlook: 

The economy during 2016-2017 more or less continued at the pace as it did in the last fiscal year; 
however the revival of the real sector of the economy did not come about as was anticipated 
considering the positives signal being given by rising stock market indices, Perhaps it was primarily 
because of investors' expectations about economy and political stability did not materialize, that the 
stock market shed almost 20% of its value by the end of the fiscal year. The energy shortage 
appears to have mitigated to some extent, however its impact on inducing investments in long term 
industrial projects was not visible. On the other hand the ongoing public sector investments in 
infrastructure and energy projects, once completed, will carry potential for inducing private and 
foreign investment in the real sector of the economy. 

Financial sector in Pakistan also remained more or less steady. The sustainable.performance of 
financial sector would, however, again depend on the growth of real sector. Under the 
circumstances the NBFI and modaraba sectors have shown moderate returns during the period. 
Islamic financing carries good potential for the future and hence Modarabas can also prosper by 
developing their own niche markets through innovation and product development, 
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Going Concern Assumption 

As a serious policy guideline, the Board ensured under all circumstances, that the charge of 
provisioning on non-performing portfolio is in line with existing regulations. The deterioration of the 
quality of assets booked long ago attracted substantial provisions. In order to keep provisions at the 
stipulated level the Modaraba has therefore been incurring losses. 

Within its existing constrains and looking to the interest of all stakeholders, the Board of Directors of 
the parent bank, National Bank of Pakistan (NBP) in their board meeting held on 21 April 2017 
authorized the Management Company to explore various appropriate options including the 
cessation of the operations of the Modaraba and management company. Consequently, the board 
of directors of the Management Company in their meeting held on the same date also passed a 
resolution to explore various options in orderto achieve cessation of operations of the Modaraba, In 
this respect an appropriate decision will be taken in the best interest of the stakeholders, especially 
the certificate holders, with the approval & guidance of SECP. 

Under the circumstances the going concern assumption was no longer valid. Accordingly these 
financial statements have been prepared using the non-going concern basis of accounting on 
estimated realizable / settlement values of the assets and liabilities respectively. 

The external auditors have included an 'emphasis of matter paragraph" in theiraudit report on going 
concern ability of FNBM and on the estimate of current realizable values of assets. 

Review of Operations: 

During the period under review, the management remained focused only on recovery from non-
performing portfolio. Several recovery suits were initiated against defaulter parties, and some 
cash settlements were also made. Resultantly the overall classified portfolio declined notably 
from its last year amount. The regular portfolio performed well and generated income 
consistently. 

The balance sheet size shrunk from Rs.841 million in the corresponding year to Rs.508 million 
this year. The Income from credit portfolio as well as the finance cost got proportionately lower. 
Despite general inflation the operating expenses were kept under control and were reduced by 
6.2% from Rs.16 Million last year to Rs.15 Million this year. Furthermore mainly due to gain on 
sale of assets under ljarah arrangements there has been an increase in operating profit by 25% 
from Rs.12 Million last year to Rs.1 6 Million this year. However due to charge of provisioning on 
account of valuation of some old NPLs to estimated current realizable values the net loss after 
tax for the year figured Rs.71 Million as against loss of Rs.54 Million last year. The loss per 
certificate accordingly remained at Rs.2.65 as against Rs.2.15 in the corresponding year. Had 
the accounts been prepared under going concern basis the EPC would have figured Rs.1 .56. 

Despite losses we were able to manage our liquidity such that FNBM did not default on any of 
the financial obligation to any of its financial institutions. During the period we completely paid off 
the outstanding balances all banks exceptforthe parent bank NBP. 
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FNBM ensures conformity with the Shariah compliance and Shariah audit mechanism for 
Modarabas. In this respect Sharia'h Advisor's report is attached. The amounts advised by the 
Sharia'h advisor to be paid as charity, has been credited to the charity account. During the year, 
an amount of Rs.0.4 Million was paid as charity to approved charitable institutions as per policy 
approved by the board of directors. 

Profit Distribution 

Board in its meeting held on October 05, 2017 did not declare any dividends due to the 
aforementioned reasons. 

3. Future Outlook: 

Some major industrial sectors like textile sector have been in recession for last few years, 
consequently affecting their ability to honor obligations towards financial institutions. Since 
FNBM's classified portfolio is substantially exposed to textile sector, the challenge before 
FNBM remains the recoveryof this exposure. In the meantime options are being explored in the 
best interest of the certificate holders. 

4. Corporate and Financial Reporting Framework: 

The financial statements, prepared by the management of the Modaraba, present fairly its 
state of affairs, the resultof its operations, cash flows and changes in equity. 

Proper books of accounts of the Modaraba have been maintained. 

Accounting policies have been applied consistently, unless otherwise stated in financial 
statements, in preparation of financial statements and accounting estimates are based on 
reasonable and prudent judgment. 

International Financial Reporting Standards, International accounting standards, and 
Islamic Financial Accounting Standards as applicable to Modarabas in Pakistan, have been 
followed in preparation of financial statements. 

The system of internal control, which is sound in design is in place and is being continuously 
reviewed by internal audit. The process of reviewwill continue and any weakness in controls 
will be removed. 
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• Board is of the view that Modaraba may not be able to confirm to the regulation concerning 
its going concern ability. 

There has been no material departure from the best practices of corporate governance as 
detailed in the listing regulations except for those specifically mentioned in the statement of 
compliance with the COG. 

There are no statutory payments on account of taxes, duties, levies and charges, which are 
outstanding as on June 30,2017 except those disclosed in the financial statements. 

During the year ended June 30, 2017 eight (07), meetings of the Board of Directors were 
held. Besides (04) four Audit committee and (03) one HR Committee meetings were also 
held. Attendance by each directors is as follows: 

Name 
No. of Attendance 

Board 
Audit 

Committee 
HR 

Committee 

i. Syed Hasan Irtiza Kazmi 6 N/A N/A 

U. Khawaja Muhammad Amin-ul-Azam 7 4 2 

iii. Khawaja Waheed Raza 5 2 3 
iv. Syed Mustafa Kamal 1 N/A N/A 
v. Mr. Jamal Nasim 6 3 N/A 

vi. Mr. Muhammad lqbal Hussain 7 N/A 3 
vii. Mr.AamjrAmin 5 2 N/A 

viii. Mr. Khaqan Hasnain Ibrahim 1 N/A N/A 
ix. Mr. Abbas Azam 6 N/A N/A 

Subsequent to the financial year end NBP nominated its Executive, Mr.RehmatAji Hasnie and 
Syed Jamal Baquar as its nominee directors on the board in place of Syed Hasan lrtiza Kazmi 
and Khawaja Muhammad Amin-ul-Azam. Leave of absence was granted to directors who could 
not attend some of the Board meetings. 

The remuneration of the CEO and meeting fee of the non-executive members of the board of 
directors are paid bythe management company, NBMMCL. 

The pattern of certificate holders is annexed. 

5. Auditors: 

The present auditors, M/s. Riaz Ahmed & Co Chartered Accountants, Chartered Accountants, 
retired during the year. The new auditors MIs. Riaz Ahmed & Co Chartered Aácountants have 
given their consent to act as auditors for the year ending June 30, 2015. Their appointment is 
subject to approval by the Registrar, Modaraba Companies and Modarabas, after confirmation 
by the board. 
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6. Acknowledgement:  

The Board would like to take this opportunity of expressing gratitude and thanks to our valued 
customers for their patronage and support, the Securities and Exchange Commission of 
Pakistan, Pakistan Stock Exchange, and NBFI & Modaraba Association of Pakistan for their 
continued support and guidance. 

Forand on Behalf of the Board 

Chief Executive Officer 
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First National Bank Modaraba 

STATEMENT OF COMPLIANCE WITH THE 
CODE OF CORPORATE GOVERNANCE 

This statement is being presented to comply with the Code of Corporate Governance ("the Code") contained 
in the Regulation 5.19 of Pakistan Stock Exchange Limited for the purpose of establishing a frame work of 
good governance, where by a listed Modaraba is managed in compliance with the best practices of corporate 
governance. 

Regard less of the fact that National Bank Modaraba Management Company Limited, the Management 
Company of First National Bank Modaraba ("the Modaraba"), is a public unlisted company, the Board of 
Directors of the management company are pleased to confirm that the Code is being complied with in all 
material respects (pertaining to the operations of the Modaraba). 

The Modaraba Management Company ("the Company") has applied the principles contained in the Code in 
the following manner: 

1. The company encourages representation of independent non-executive directors and directors 
representing minority interests on its Board of Directors ("the Board").At presentthe Board includes: 

Category Name 
Executive Director Mr. Abbas Azam 
Non-Executive Directors Mr. Syed Hasan lrtaza Kazmi 

Mr. Khawaja Muhammad Amin-ul-Azam 
Independent Directors Mr. Khawaja Waheed Raza 

Mr. Jamal Nasim 
Mr. Muhammad lqbal Hussain 
Mr AamirAmin 

The independent directors meetthe criteria underclause 5.19.1(b) of the Code 
2. The directors have confirmed that none of them is serving as a director on more than seven listed 

companies, including this Company. 

3. All the resident directors of the Company are registered as taxpayers and none of them has defaulted 
in payment of any loan to a banking company, a DFI or an NBFl or, being a broker of a stock 
exchange, has been declared as a defaulter by that stock exchange. 

4. Casual vacancies occurred on the Board of directors during the year were filled up by the directors 
within 90 days. 

5. The Company has prepared a Code of Conduct and has ensured that appropriate steps have been 
taken to disseminate it throughout the company along with its supporting policies and procedures. 

6. The board has developed a vision/mission statement, over all corporate strategy and significant 
policies of the Modaraba. A complete record of particulars of significant policies along with the dates 
on which they were approved oramended has been maintained. 

7. All the powers of the board have been duly exercised and decisions on material transactions, 
including appointment and determination of remuneration and terms and conditions of employment 
of the CEO of the Company, other executive and non-executive directors, have been taken by the 
board. 

8. The meetings of the board were presided over by the Chairman and, in his absence, by a director 
elected by the board forthis purpose and the board met at least once in everyquarter. Written notices 
of the Board meetings, along with agenda and working papers, were circulated atleast seven days 
before the meetings. The minutes of the meetings were appropriately recorded and circulated. 

9. No directors training programme was arranged during the year. However, the management is 
committed to arrange directors' training programme ofat leasthalf of its directors by 30 June 2018. 

17 
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10. The board has approved the appointment of CFO, Company Secretary and Head of Internal Audit, including their 
remuneration and terms and conditions of employment. 

11. The directors' report for this year has been prepared in compliance with the requirements of the Code and fully 
describes the salient matters required to be disclosed. 

12. The financial statements of the Modaraba were duly endorsed by CEO and CFO before approval of the board. 

13. The Directors, CEO and Executives do not hold any interest in the certificates of the Modaraba other than that 
disclosed in the pattern of certificate holding. 

14. Except for those which have been specifically mentioned in this statement, the Modaraba has complied with all the 
corporate and financial reporting requirements of the Code. 

15. The board has formed an audit committee. It comprises off our members all of whom are non-executive directors and 
the chairman of the committee is an independentdirector. 

16. The meetings of the audit committee were held at least once every quarter priorto approval of interim and final results 
of the Modaraba and as required by the Code. The terms of reference of the committee have been formed and 
advised to the committee forcompliance. 

17. The Board has formed a Human Resource and Remuneration committee. It comprises of three members. All of them 
are non-executive directors including the Chairman of the committee. 

18. The board has set up an effective internal audit function which is considered suitably qualified and experienced forthe 
purpose and is conversantwith the policies and procedures of the Modaraba. 

19. The statutory auditors of the Modaraba have confirmed that they have been given a satisfactory rating under the 
quality control review program of the ICAP, that they or any of the partners of the firm, their spouses and minor 
children do not hold certificates of the Modaraba and that the firm and all its partners are in compliance with the 
International Federation ofAccountants (IFAC) guidelines on the Code of Ethics as adopted by the CAP. 

20. The statutory auditors or the persons associated with them have not been appointed to provide other services except 
in accordance with the listing regulations and the auditors have confirmed that they have observed IFAC guidelines in 
this regard. 

21. The 'closed period', prior to the announcement of interim/final results, and business decisions, which may materially 
affectthe market price of the Modaraba's securities, was determined and intimated to directors, employees and stock 
exchange. 

22. Material/price sensitive information has been disseminated among all market participants at once through stock 
exchange. 

23. The Modaraba has complied with the requirements relating to maintenance of register of persons having access to 
inside information by designated senior management officer in a timely manner and maintained proper record 
including basis for inclusion or exclusion of names of persons from the said list. 

24. We confirm that alt other material principles enshrined in the Code have been complied with except for the following, 
toward which reasonable progress is being made to seek compliance by June 30,2018. 
a. Chief Financial Officer (CFO) of the Modaraba does not meet the qualification criteria as required by the clause 

5.19.9(a) of the Code. CFO is CA finalist having over eight years' experience in the Modaraba at senior posts. 
Moreover, subsequent to the year end, he has confirmed that in order to obtain the required qualification, he has 
applied for exemptions and will submit the credentials as soon as issued by the respective institutions. 

b. Annual evaluation of the Board of Directors' own performance is not carried out during the year ended 30 June 
2017. However, the Board has intention to comply with this requirement. 

Chief Executive Officer Director 
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REVIEW REPORT TO THE CERTIFICATE HOLDERS ON STATEMENT OF 
COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE 

We have reviewed the enclosed Statement of Compliance with the best practices contained 
in the Code of Corporate Governance ("the Code") prepared by the Board of Directors of 
National Sank Modaraba Management Company Limited ("the Management 
Company") in respect of First National Bank Modaraba ("the Modaraba) for the year 
ended 30 June 2017 to comply the Code contained In the Regulations of Pakistan Stock 
Exchange Limited, where the Modaraba is listed. 

The responsibility for compliance with the Code is that of the Board of Directors of the 
Management Company. Our responsibility is to review, to the extent where such 
compliance can be objectively verified, whether the statement ot compliance reflects the 
status of the Management Company's compliance With the provisions of the Code and 
report if it does not and to highlight any non compliance with the requirements of the code. 
A review is limited primarily to Inquires of the Management Company's personnel and 
review or various documents prepared by the Management Company to comply with the 
Code. 

As part of our audit of financial statements, we are required to obtain an understanding of 
the accounting and internal control systems sufficient to plan the audit and develop an 
effective audit approach. We are not required to consider whether the Board of Directors' 
statement on internal control covers all risks and controls or to form an opinion on the 
effectiveness of such internal controls, the Management Company's corporate governance 
procedures and risks. 

Tile Code requires the Management Company to place before the audit committee, and 
upon recommendation of the audit committee, place before the Board of Directors for their 
review and approval related party transactions distinguishing between transactions carried 
out on terms equivalent to those that prevail in arm's length transactions and transactions 
which are not executed at arm's length price recording proper justification for using such 
alternate pricing mechanism. We are only required and have ensured compliance of 
requirement to the extent of approval of related party transactions by the Board of 
DIrectors upon the recommendation of the audit committee. We have not carried out any 
procedures to determine whether the related party transactions were undertaken at arm's 
length price or not. 

Based on our review, nothing has come to our attention, which causes us to believe that 
the Statement of Compliance does not appropriately reflect the Management Company's 
compliance, in all material respects, with the best practices contained in the Code as 
applicable to the Management Company for the year ended 30 June 2017. 

@ 
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Riaz Ahmad & Company 
Chartered Accountants 

Further, we highlight below Instances of non-compliance with the requirements of the Code 
as reflected in the paragraph 24 in the Statement of Compliance: 

(I) Annual evaluation of the Board of Directors' own performance is not carried out 
during the year ended 30 June 2017. 

(II) Chief FInancial Officer of the Modaraba does not meet the qualification criteria given 
in clause 5.19.9(a) oF the Code 

4 
RIAZ A}4MAD & COMPANY 
Chartered Accountants 

Name of engagement partner: 
Syed Mustafa All 

Date: October 05, 2017 

LAHORE 
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AUDITORS' REPORT TO THE CERTIFICATE HOLDERS 

We have audited the annexed balance sheet of FIRST NATIONAL BANK MODARABA 
("the Modaraba') as at 30 June 2017 and the related profit and loss account, statement of 
comprehensive income, casti flow statement and statement of changes in equity together 
with the notes forming part thereof (hereinafter referred to as the financial statements), for 
the year then ended and we state that we have obtained all the Information and explanations 
which, to the best of our knowledge and belief, were necessary for the purposes of our audit. 

These financial statements are the modaraba company's (National Dank Modaraba 
Management Company Limited) responsibilIty who is also responsible to establish and 
maintain a system of internal control, and prepare and present the above said statements In 
conformity with the approved accounting standards as applicable in Pakistan and the 
requirements of the Modaraba Companies and Modaraba (Floatatlon and Control) Ordinance, 
1980 (XXXI ol' 1980), and the Modaraba Companies and Modaraba Rules, 1981. Our 
responsibility Is to express an opinion on these statements based on our audit. 

We conducted our autht In accordance with the auditing standards as applicable in Pakistan. 
These standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of any material misstatement. An audit 
includes examining on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting policies and significant 
estimates made by the modaraba company, as well as, evaluating the overall presentation 
ol' the financial statements. We believe that our audit provides a reasonable basis for our 
opinion and, after due verification, we report that: 

(a) in our opinion, proper books of accounts have been kept by the modaraba company in 
respect of the Mociaraba as required by the Modaraba Companies and Modaraba 
(Floatation and Control) Ordinance, 1980 (XXXI of i980), and the Modaraba Companies 
and Modaraba Rules,1981; 

(b) in our opffiion: 

(i) the balance sheet and profit and loss account together with the notes thereon have 
been drawn up in conformity with the Modaraba Companies and Modaraba 
(Fioatatlon and Control) Ordinance, 1980 (XXXI of 1980) and the Modaraba 
Companies and Modaraba Rules, 1981, and are in agreement with the books of 
accounts and are further in agreement with accounting policies consistently applied 
except for change as stated in note 2.1(b) to the finandal statements with which 
we concur; 

(ii) the expenditure incurred during the year was for the purpose of the Modaraba's 
business; and 

Nexia 
,nrntw' of 
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Riaz Ahmad & Company 
Chartered Accountants 

(iii) the business conducted, investments made and the expenditure incurred during 
the year were in accordance with the objects, terms and conditions of the 
Modaraba; 

(c) in our opinion and to the best of our information and according to the explanations 
given to us, the balance sheet, profit and loss account, statement of comprehensive 
income, cash flow statement and statement of changes in equity together with the notes 
forming part thereof conform with approved accounting standards as applicable in 
Pakistan and give the information required by the Modaraba Companies and Modaraba 
(Floatation and Control) Ordinance, 1980 (X)0(I of 1980) and the Modaraba Companies 
and Modaraba Rules, 1981 in the manner so required and respectively give a true and 
fair view of the state of the Modaraba's affairs as at 30 June 2017 and of the loss, Its 
comprehensive loss, its cash flows and changes in equity for the year then ended; and 

(d) in our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance, 
1980 (XVIII of 1980). 

We draw attention to note 1.1 to the financial statements, which states that the Modaraba is 
no longer a going concern, therefore, these financial statements have been prepared on the 
basis of estimated realisable / settlement values of assets and liabilities respectively. This 
resulted in recognition of additional provision of Rupees 39.074 million based on the 
subjective evaluation of non-performing receivables. Estimated realisable / settlement values 
are based on the management's best estimate. Estimation involves judgements based on the 
latest available, reliable information, historical experience and other factors, Including 
expectations of future events that are believed to be reasonable under the circumstances. In 
future, these estimates may need revision if changes occur In the circumstances on which 
the estimates are based or as a result of new Information. Hence, the ultimate values at 
which assets will be realized and liabilities will be settled may be different from those carried 
in these financial statements. Our report is not qualified in respect of this matter. 

RIAZ AD & COMPANY 
Chartered Accountants 

Name of engagement partner 
Syed 14ustafa Au 

Date: October 05, 2017 

LA HO RE 
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BALANCE SHEET 
AS AT JUNE 30, 2017 

2017 2016 
Rupees Rupees NOTE 

3 49,707,521 14,743,528 

4 19,216,842 98,334,293 

5 388,493 487,183 

6 69,947,032 81817,794 
7 3,843,324 2,604,790 
8 103,049,027 94,413,807 

ASSETS 

CURRENT ASSETS 

Bank balances 

Short term murabaha investments - secured 
Accrued profit 
ljarah rentals receivable 

Advances, prepayments and olher receivables 
Current porlion of non-current assets 

2:- 
Lahore: October 05, 2017 

Chief Executive Officer Director •' Director 
National Bank Modaraba National Bank Modaraba alional Bank Modaraba 

Management Company Limited Management Company Limited Management Company Limited 

EL 
First National Bank Moclaraba 

246,152,239 292,401,395 
NONCURRENT ASSETS 

Nel investment in ijarah finance 9 
Diminishing musharaka financing - secured 10 
Long term murabaha investments - secured 11 
Long term loans and deposits 12 
Intangible assel 13 
ljarah assets 14 
Fixed assets - own use 15 
Deferred income lax - 3D 

262,326,233 548,904,875 
TOTAL ASSETS 

LIABILITIES 

CURRENT LIABILITIES 

Accrued profit 
Deferred murabaha income 4 
Short term finances, secured 16 
Creditors, accrued and olher liabilities 17 
Current portion ol non-current liabilities 18 

NON-CURRENT LIABILITIES 

Security deposits against ijarah assets 19 
Long term finances - secured 20 
Deterred murabaha income 21 

TOTAL LIABILITIES 

NET ASSETS 

FINANCED BY 

Certificate capital 22 250,000,000 250,000,000 
Reserves 23 (233,666,930) (162,307,248) 

TOTAL EQUITY AND RESERVES 16,333,070 87,692,752 

CONTINGENCIES AND COMMITMENTS 24 
The annexed notes form an integral pad of these financial statements. 
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1,651,514 
10,497,347 
1,725,105 
1,000,882 

247,443,653 
7,732 

9,442934 

35,303,315 
36,149,675 
1,723,444 

466,193,676 
91,831 

508,478,472 841,306,270 

492,145,402 

16,333,070 

753,613,518 

87,692,752 

2,094,045 
2,654,776 

201,634,754 
27,265,399 

195,897,100 
429,546,074 

21,500,787 
16,666,670 
24,431,871 
62,599,328 

6,438,136 
3,255,776 

274,918,586 

23,696,977 
295,738,705 

604,048,180 

71,620,702 
50,000,000 
27,944,636 

149,565,338 
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Chief Executive Officer Oirector Olrector 
National Bank Modaraba National Bank Modaraba ational Bank Modaraba 

Management Company Limited Management Company Limited Management Company Limited Lahore: October 05, 2017 
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PROFIT AND LOSS ACCOUNT 
FOR THE YEAR ENDED JUNE 30, 2017 

INCOME 
NOTE 

2017 

Rupees 

2016 

Rupees 

ljarah rentals earned! income from ijarah finance 169679959 305,749,520 

Profit on diminishing musharaka financing 4,269,226 3,804,355 

Profit on murabaha investments 255,086 1,979,454 

Profit on bank deposits 974,792 1,002006 

Gain on disposal of ijarah assets 4,525,361 

Other income 25 97,018 1.833,589 

179,801,462 314,368,924 
EXPENSES 

Depreciation on ijarah assets 14 (124,356,047) (237,061,840) 

Loss on disposal of ijarah assets (3,939,655) 

Operating expenses 26 (15,175,035) (16,130,081) 

Finance cost 27 (23,700,399) (44,916,618) 

(163,231,481) (302,048,194) 
Operating profit before provision and taxation 16,569,981 12,320,730 

Provision charged for doubtful receivables - net 28 (86,033,497) (61,179,143) 

Impairment loss on ijarah assets - net 14 (1,896,166) (4,974,089) 

(71,359,682) (53,832,502) 

Modaraba management company fee 29 

LOSS BEFORE TAXATION (71,359,682) (53,832,502) 

Taxation 30 

LOSS AFTER TAXATION (71,359,682) (53,832,502) 

LOSS PER CERTIFICATES BASIC AND DILUTED 31 (2.85) (2.15) 

The annexed notes form an integral pad of these financial statements, 
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STATEMENT OF COMPREHENSIVE INCOME 
FOR THE YEAR ENDED JUNE 30, 2017 

2017 2016 

Rupees Rupees 

LOSS AFTER TAXATION (71,359,682) (53,832,502) 

OTHER COMPREHENSIVE INCOME - 

TOTAL COMPREHENSIVE LOSS FOR THE YEAR (71,359,682) (53,632,502) 

The annexed notes form an integral pad of these financial statements. 
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Lahore: October 05. 2017 

Chief Executive Officer Director Director 
National Bank Modaraba Nationat Bank Modaraba ationat Bank Modaraba 

Management Company Limited Management Company Limited Management Company Ltmited 
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CASH FLOW STATEMENT 
FOR THE YEAR ENDED JUNE 30, 2017 

2017 2016 
CASH FLOWS FROM OPERATING ACTIVITIES NOTE Rupees Rupees 
Loss before taxation 

(71,359,682) (53,832,502) 
Adjustments for non cash charges and other items: 

Depreciation and amortization 124,440,146 237,446,781 
Provision charged for doubtful receivables - net 86,033,497 61,179,143 
Gain on dtsposat of fixed assets - own use 

- (1,503,510) 
Impairment toss on ijarah assets 1,896,166 4,974,089 
Loss I (gain) on disposal of ijarah assets (4,525,381) 3,939,655 
Finance cost 23.700,399 44,916,618 
Profit on bank deposits (974,792) (1,002.006) 
Working capital changes 

(increase)! decrease in assets 

230,570,035 349,950,770 

Accrued profit 
ljarah rentals receivable 

98,690 
5,129,329 

2,897,880 
(24,522,278) 

Advances, prepayments and other receivables (982,823) 21,891,975 
Short term murabaha investments 28,100,003 37,789,339 
Net investment in ijarah finance 601,181 4,140,000 
Diminishing musharaka financing 20,074,614 (29,524,16 7) 
Long term murabaha investments 9,389,069 12.613,331 
(Decrease)! increase In liabilities 

Short term cerfifcates ot musharaka - net (295,597,365) 
Creditors, accrued and other liabilities 3,569,862 3,143,629 
Security deposits against ijarah assets - net (85,140,949) 4 .083,500 

(19,161,024) (263.084,156) 
Cash generated from operations 140,049,329 33,034,112 
Finance cost paid (28,044,489) (55,863,620) 
Income taxes paid (1,131,327) (458,203) 
Profit received on bank deposits 974,792 1,238,160 
Long term loans and deposits - net 1,044,436 3,633,852 
Net cash generated from I (used in) operating activities 112,892,741 (18,415,699) 
CASH FLOWS FROM INVESTING ACTIVITIES 

ljarah assets acquired (76,361,058) 
Fixed assets - own use acquired (10,200) 
Proceeds from disposal of fixed assets - own use 1,550,312 
Proceeds from disposal of i)arah assets 97,023,191 28,830,312 
Net cash from! (used in) investing activitIes 97,023,191 (45,990,634) 
CASFI FLOWS FROM FINANCING ACTIVITIES 

Shorn term finances - net (73,283,832) 140, 233 .40 7 
Profit paid to certificate holders (1,440) (246,420) 
Long term finances - obtained 100,000,000 
Long term finances repaid (101,666,667) (250,324,974) 
Net cash used in financing activities (174,951,939) (10,337,987) 

Net increase! (decrease) in cash and cash equivalents 34,963,993 (74,744,320) 

Cash and cash equivalents at the beginning of the year 14,743,528 89,487,848 

Cash and cash equivalents at the end of the year 49,707,521 14,743,528 
The annexed notes form an integral part of these financial statements. 

Chief Executive Officer Director -r Director 
National Bank Modaraba National Bank Modaraba 'ational Bank Modaraba 

Lahore: October 05, 2017 Management Company Limited Management Company Limited Management Company Limited 
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STATEMENT OF CHANGES IN EQUITY 
FOR THE YEAR ENDED JUNE 30, 2017 

CERTIFICATE 
CAPITAL 

RESERVES 

TOTAL EQUITY 

CAPITAL REVENUE 

TOTAL STATUTORY 
RESERVE 

ACCUMULATED 
LOSS 

upees 

Balance as at 30 June 2015 
250,000000 43,955,189 (152,429,935) (108.474.746) 141.525,254 

Loss or the year ended 30 June 2016 

Other comprehensive ircome Ion the year ended 30 Jure 2016 

Total comprehensive loss for the year ended 30 June 2016 

Balance as at 30 June 2016 

Lossfortheyearended 30June2017 

Othen comprehensive income for the yean ended 30 Jure 2017 

Total comprebersive loss for the year ended 30 June 2017 

Balance as at3t June 2017 

The anneaed notes form an integral pad of these financial statements. 

(53,832,502) 53,832502) (53,632,502) 

(53.832502) (53,832,502) 53832502) 

250,000,000 43,955189 (206,262,437) (162,307,248) 87,692,752 

(71,359,682) 71359682) (71,359,682) 

(71,359682) (71,359.682) (71359682) 

250,000,000 43,955,189 (277,622,119) (233,666,930) 16,333,070 

- 

   

Latiore: October 05, 2017 

Chief Executive Officer Director Director 
National Bank Modaraba National Bank Modaraba ational Bank Modaraba 

Management Company Limited Management Company Limited Management Company Limited 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2017 

I LEGAL STATUS AND NATURE OF BUSINESS 

First National Bank Modaraba ('the Modaraba") is a multi-purpose, perpetual and multi-dimensional Modaraba 
formed under the Mcdaraba Companies and Modaraba (Floalation and Control) Ordinance, 1980 and Rules framed 
thereunder. The Modaraba is managed by National Bank Modaraba Management Company Limited (a wholly owned 
subsidiary of National Bank of Pakistan), incorporated in Pakistan under the Companies Ordinance, 1984 (Now 
Companies Act, 2017) and registered with the Registrar of Modaraba Companies. The registered office of the 
Modaraba is situated at Ground Floor, National Bank of Pakistan, Regional Headquarters Building, 26-Mc Lagon Road, 
Lahore. 

The Modaraba is listed on Pakistan Stock Exchange Limited. It commenced its operations on 04 December 2003 and is 
currently engaged in various Islamic modes of financing and operations including ijarah, musharaka and murabaha 
arrangements. 

1.1 Going concern assumption 

During the year, the Modaraba made an operating profit of Rupees 16.569 million, however, due to provision and 
impairment charged against classified assets, the Modaraba incurred loss after taxation of Rupees 71.359 million taking 
the accumulated loss to Rupees 277.622 million which exceeds the total amount subscribed by the holders of 
modaraba certificates, This may attract the provisions of section 23 of the Modaraba Companies and Modaraba 
(Floatation and Control) Ordinance, 1980. As on the reporting date, the Modaraba's accumulated loss net of statutory 
reserve is amounting to Rupees 233.666 million and its current liabilities exceeded its current assets by Rupees 
183.394 million. However, current liabilities inculde current porition of security deposits against ljarah facilities 
amounting to Rupees 155.082 million which will be adjusted against residual value of ljarah assets on maturity I 
termination of Ijarah facilities. 

On the recommendation of the board of directors of National Bank of Pakistan (parent bank of National Bank Modaraba 
Management Company), the board of directors of National Bank Modaraba Management Company resolved in its 
meeting held on 21 April 2017 to explore various appropriate options for cessation of operations of the Modaraba, 
which may include, but not necessedty be limited to, winding up of the Modaraba in accordance with the prevailing laws 
or merger of the Modaraba. 

These factors have raised uncertainties that the Modaraba may not be able to continue as a going concern, Therefore, 
these financial statements have been prepared on the basis of estimated realisable I settlement values of assets and 
liabilities respectively. 

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The significant accounting policies applied in the preparation of these financial statements are set out below. These 
policies have been consistently applied to all years presented, unless otherwise stated: 
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2,1 BASIS OF PREPARATION 

a) Statement of compliance 

These financial statements have been prepared in accordance with approved accounting standards as applicable in 
Pakistan. Approved accounting standards compse of such International Financial Reporting Standards (IFRS) issued 
by the International Accounting Standards Board as are notified under the repealed Companies Ordinance, 1984, 
Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants of Pakistan, the 
requirements of the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980, the Modaraba 
Companies and Modaraba Rules, 1981 and directives issued by the Securities and Exchange Commission of Pakistan 
(SECP). Wherever the requirements of the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 
1980, Islamic Financial Accounting Standards (IFAS), the Modaraba Companies and Modaraba Rules, 1981 and 
directives issued by SECP differ with the requirements of IFRS, the requirements of the Modaraba Companies and 
Modaraba (Floatation and Control) Ordinance, 1980 Islamic Financial Accounting Standards (JFAS), the Modaraba 
Companies and Modaraba Rules, 1981 or the directives issued by SECP shail prevail. 

b) Accounting convention 

These financiat statements have been prepared using the non-going concern basis of accounting on the basis of 
estimated realizable / settlement values of the assets and liabilities respectively. In realizable! settlement value basis, 
assets are carried at amount of cash and cash equivalents that could currently be obtained by selling the assets in an 
orderly disposal. Liabilities are carried at their settlement values, that is the undiscounted amounts of cash or cash 
equivalents expected to be paid to satis' the Jiabilities in the normal course of business. Previously, these financial 
statements were prepared under the historical cost convention, except for certain financial instruments which were 
carried at their fair value.. Had there been no change in this accounting policy, the amounts recognized in the financial 
statements would have been different as follows: 

Impact on balance sheet 

ljarah rentals receivable would have been higher by Rupees 

2017 
Rupees 

a,ioo,000 
Long term murabaha investments would have been higher by Rupees 17,500,000 
Shod term murabaha investments would have been higher by Rupees 18,473,740 

Impact on profit and loss account 

Loss before taxation would have been lower by Rupees 39,073,740 

Loss per certificate would have been lower by Rupees 

c) Use of Estimate and Judgements 

1.56 

The preparation of financial statements in conformity with approved accounting standards requires the use of certain 
critical accounting estimates. It also requires management to exercise its judgment in the process of applying the 
Modarabas accounting policies. Estimates and judgments are continually evaluated and are based on historical 
experience and other factors, including expectations of future events that are believed to be reasonable under the 
circumstances. The areas where various assumptions and measurement estimates are significant to the Modarabas 
financial statements or where judgments were exercised in application of accounting policies are as follows: 
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Ijarah assets and fixed assets in own use 

The Modaraba reviews the useful lives of ijarah assets and fixed assets in own use on regular basis, Any change in the 
estimates in future years might affect the carrying amounts of the respective items of fixed assets with a corresponding 
effect on the depreciation charge and impairment, if any 

Uarah rentals, diminishing musharaka financing and murabaha investments 

ljarah rentals, diminishing musharaka financing and murabaha inveslments are stated net of provision against doubtful 
receivables. Provision is recognized for ijarah rentals receivable, diminishing musharaka financing and murabaha 
investment in accordance with the Prudential Regulations for Modarabas issued by the Securities and Exchange 
Commission of Pakistan (SECP) and on subjective evaluation by the management. Bad debts are written-off when 
identified. 

Estimated realizable (settlement values of assets and liabilities respectively 

Based on the management's best estimate, as on the reporting date, carrying values of assets and liabilities reflect 
estimated realizable I seillement values respectively, During the year ended 30 June 2017, the Modaraba has 
recognized provision for doubtful short term murabaha investments of Rupees 18.474 million (Note 4.3), provision for 
Jjarah rental receivables of Rupees 3.100 million (Note 6.2.1) and provision for long term murabaha investments of 
Rupees 17.500 million (Note 11.2,1 ) on the basis of subjective evaluation of non-performing receivables / assets after 
considering the current situation, that the Modaraba may not be able to continue as a going concern. These provisions 
are made in addition to the time based criteria given in the regulation of classification and provisioning for non-
performing assets in Prudential Regulations for Modarabas. 

As per Circular No. 03 of 2017 guideline on the basis of preparation of financial statements that are not considered 
going concern issued by the Institute of Chartered Accountants of Pakistan, analysis of the upside not recognized in the 
profit and loss account of the Modaraba on assets is disclosed in Note 4.4, Note 6.1, Note 7.1.1 Note 9.1 and Note 15.2 
in these financial statements. Cumulative effect of upside not recognized in the profit and loss account of the Modaraba 
for the year ended 30 June 2017 is amounting to Rupees 50.120 million. 

The Modaraba has no items that it plans to sell that the Modaraba has not previously recognized in these financial 
statements. 

d) Amendments to published approved accounting standards that are effective in current year and are relevant 
to the Modaraba 

The following standard is mandatory for the Modarabas accounting periods beginning on or after 01 July 2016: 

lAS 16 (Amendments) Property, Plant and Equipment (effective for annual periods beginning on or after 01 January 
2016). The amendmenls clarify that a depreciation method which is based on revenue, generated by an activity by 
using of an asset is not appropriate for property, plant and equipment; and add guidance that expected future 
reductions in the selling price of an item that was produced using an assel could indicate the expectation of 
technological or commercial obsolescence of the asset, which, in turn, might reflect a reduction of the future economic 
benefits embodied in the asset. 
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lAS 1 (Amendments) Presentation of Financial Statements! (effective for annual pehods beginning on or after 01 
January 2016). Amendments have been made to address perceived impediments to preparers exercising their 
judgemen in presenting their financial reports by making the following changes: clarification (hat information should not 
be obscured by aggregating or by providing immaterial information, materiality consideration apply to the all parts of the 
financial statements, and even when a standard requires a specific disclosure, materiality consideration do apply; 
clarification that the list of the line items to be presented in these statements can be disaggregated and aggregated as 
relevant and additional guidance on subtotals in these statements and clarification that an entitys share of other 
comprehensive income of equity-accounted associates and joint ventures should be presented in aggregate as single 
line items based on whether or not it will subsequently be reclassified to profit or loss; and additional examples of 
possible ways of ordering the notes to clarify that understandability and comparability should be considered when 
determining the order of the notes and to demonstrate that the notes need not be presented in the order so far listed in 
lAS 1, 

lAS 34 (Amendments) 'Interim Financial Reporting' (effective for annual periods beginning on or after 01 January 2016). 
This amendment clarifies what is meant by the reference in the standard to _information disclosed elsewhere in the 
interim financial report. The amendment also amends lAS 34 to require a cross-reference from the interim financial 
statements to the location of that information. 

The application of the above amendments does not result in any impact on profit or loss, other comprehensive income 
and total comprehensive income. 

e) Amendments to published approved accounting standards that are effective in current year but not relevant 
totheModaraba 

There are other amendments to published approved accounting standards that are mandatory for accounting pedods 
beginning on or after 01 July 2016 but are considered not to be relevant or do not have any significant impact on the 
Modarabas financial statements and are therefore not detailed in these financial statements, 

f) Standards, interpretations and amendments to published approved accounting standards that are not yet 
effective but relevant to the Modaraba 

Following standards, interpretations and amendments to existing standards have been published and are mandatory for 
the Modarabas accounting periods beginning on or after 01 July 2017 or later periods: 

lFRS 9 Financial Instruments' (effective for annual pedods beginning on or after 01 January 2018). A finalized version 
of IFRS 9 which contains accounting requirements for financial instruments, replacing lAS 39 Financial Instruments: 
Recognition and Measurement, Financial assets are classified by reference to the business model within which they 
are held and their contractual cash flow charactedstics. The 2014 version of IFRS 9 introduces a fair value through 
other comprehensive income category for certain debt instruments. Financial liabilities are classified in a similar 
manner to under lAS 39, however there are differences in the requirements applying to the measurement of an entitys 
own credit risk, The 2014 version of IFRS 9 introduces an expected credit loss model for the measurement of the 
impairment of financial assets, so it is no longer necessary for a credit event to have occurred before a credit loss is 
recognized. It introduces a new hedge accounting model that is designed to be more closely aligned with how enbties 
undertake risk management activities when hedging financial and non-financial risk exposures. The requirements for 
the derecognition of financial assets and liabilities are carried forward from lAS 39. The management of the Modaraba 
is in the process of evaluating the impacts of the aforesaid standard on the Modarabas financial statements. 
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IFRS 15 Revenue from Contracts with Customers (effective for annual periods beginning on or after 01 January 2018). 
IFRS 15 provides a single, principles based five-step model to be applied to all contracts with customers. The five steps 
in the model are: identify the contract with the customer; identify the performance obligations in the contract; determine 
the transaction price; allocate the transaction price to the performance obligations in the contracts; and recognize 
revenue when (or as) the entity satisfies a performance obligation. Guidance is provided on topics such as the point in 
which revenue is recognized, accounting for variable consideration, costs of fulfilling and obtaining a contract and 
various related matters. New disclosures about revenue are also introduced. IFRS 15 replaces lAS 11 Construction 
Contracts, lAS 18 Revenue1  IFRIC 13 Customer Loyalty Programmes, IFRIC 15 Agreements for Construction of Real 
Estate, IFRIC 18 Transfer of Assets from Customers and SIC 31 Revenue-Bader Transactions Involving Advertising 
Services. The aforesaid standard is not expected to have a material impact on the Modarabas financial statements. 

IFRS 16 'Lease' (effective for annual periods beginning on or after 01 January 2019). IFRS 16 specifies how an entity 
wilt recognize, measure, present and disclose leases. The standard provides a single lessee accounting model, 
requiring lessees to recognize assets and liabilities for all leases unless the lease term is 12 months or less or the 
underlying asset has a low value. Lessors continue to classify leases as operating or finance, with IFRS 16 approach to 
lessor accounting substantially unchanged from its predecessor, lAS 17 Leases. IFRS 16 replaces lAS 17 Leases, 
IFRIC 4 Determining Whether an Arrangement Contains a Lease, SIC-IS Operating Leases—Incentives and SIC-27 
Evaluating the Substance of Transactions Involving the Legal Form of a Lease. The management of the Modaraba is 
in the process of evaluating the impacts of the aforesaid standard on the Modarabas financial statements. 

IFRIC 22 'Foreign Currency Transactions and Advance Consideration' (effective for annual periods beginning on or 
after 01 January 2018). IFRIC 22 clahfies which date should be used for translation when a foreign currency transaction 
involves payment or receipt in advance of the item it relates to. The related item is translated using the exchange rate 
on the dale the advance foreign currency is received or paid and the prepayment or deferred income is recognized. The 
date of the transaction for the purpose of determining the exchange rate to use on initial recognition of the related 
asset, expense or income (or pad of it) would remain the date on which receipt of payment from advance consideration 
was recognized. If there are multiple payments or receipts in advance, the entity shall determine a date of the 
transaction for each payment or receipt of advance consideration. The interpretation is not expected to have a material 
impact on the Modarabas financial statements. 

IFRIC 23 'Uncertainty over Income Tax Treatments' (effective for annual periods beginning on or after 01 January 
2019). The interpretation addresses the determination of taxable profit (tax loss), tax bases, unused tax losses, unused 
tax credits and tax rates, when there is uncertainty over income tax treatments under lAS 12 Income Taxes. It 
specifically considers: whether tax treatments should be considered collectively; assumptions for taxation authorities 
examinations; the determination of taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax 
rates; and the effect of changes in facts and circumstances. The interpretation is not expected to have a material 
impact on the Modarabas financial statements, 

lFRS 15 (Amendments), 'Revenue from Contracts with Customers' (effective for annual periods beginning on or after 01 
January 2018). Amendments clarify three aspects of the standard (identifying performance obligations, pñncipal versus 
agent considerations, and licensing) and to provide some transition relief for modified contracts and completed 
contracts. The aforesaid amendments are not expected to have a mateal impact on the Modarabas financial 
statements. 
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lAS 7 (Amendments), Statement of Cash Flows (effective for annual periods beginning on or after 01 January 2017). 
Amendments have been made to clarify that entities shall provide disclosures that enable users of financial statements 
to evaluate changes in liabilities arising from financing activities. The aforesaid amendments will result in certain 
additional disclosures in the Modarabas financial statements. 

lAS 12 (Amendments), Income Taxes' (effective for annual periods beginning on or after 01 January 2017). The 
amendments clarify that the existence of a deductible temporary difference depends solely on a comparison of the 
carrying amount of an asset and its tax base at the end of the reporting period, and is not affected by possible Mure 
changes in the carrying amount or expected manner of recovery of the asset. The amendments further clarify that when 
calculating deferred tax asset in respect of insufficient taxable temporary differences, the future taxable profit excludes 
tax deductions resulting from the reversal of those deductible temporary differences. The amendments are not likely to 
have significant impact on Modarabas financial statements. 

g) Standards and amendments to approved published standards that are not yet and not considered relevant to 
the Modaraba 

There are other standards and amendments to published standards that are mandatory for accounting periods 
beginning on or after 01 July 2017 but are considered not to be relevant or do not have any significant impact on the 
Modarabas financial statements and are therefore not detailed in these financial statements. 

2.2 Cash and cash equivalents 

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow statement, cash and 
cash equivalents consist of cash in hand and balances with banks. 

2.3 Receivables 

Receivables are due on normal trade terms. These are carried at original invoice amount less provision for doubtful 
debts, if any. Balances considered bad and irrecoverable are wrillen off when identified. 

2.4 Murabaha investments 

Murabaha investments are stated net of provision. Provision is recognized for Murabaha investments in accordance 
with the time based criteria of the Prudential Regulations for Modarabas issued by the SECP and subjective evaluation 
of management. Outstanding balances are written off when there is no realislic prospect of recovery. 

Murabaha receivable are recorded by the Modaraba at the invoiced amount and disclosed as such in the balance 
sheet. Purchases and sales under murabaha and the resultant profit are accounted for on the culmination of murabaha 
transaction, 

The profit on that portion of sales revenue not due for payment are deferred by accounting for a debit to "Unearned 
Murabaha Income" account with the corresponding credit to "Deferred Murabaha Income" account and shown in the 

balance sheet as a liability. 

2.5 Financial instruments 

Financial instruments carried on the balance sheet include long term loans and deposits, ijarah rentals receivable, net 
investment in ijarah finance, murabaha investments, diminishing musharaka financing, advances and other receivables, 
bank balances, short term finances, long term finances, accrued profit and creditors accrued and other liabilities. 
Financial assets and liabilities are recognized when the Modaraba becomes a party to the contractual provisions of 
instrument. Initial recognition is made at fair value plus transaction costs directly attributable to acquisition, except for 
dfinancial instrument at fair value through profit or loss' which is measured initially at fair value. 
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Financial assets are de-recognized when the Modaraba loses control of the contractual rights that comprise lhe 
financial asset. The Modaraba loses such control if it realizes the rights to benefits specified in contract, the rights 
expire or the Modaraba surrenders those rights. Financial liabilities are de-recognized when the obligation specified in 
the contract is discharged, cancelled or expired. Any gain or loss on subsequent measurement (except available for 
sale investments) and de-recogniton is charged to the profit or loss currently. The particular measurement methods 
adopted are disclosed in the individual policy statements associated with each item. 

2.6 Payables 

Liabilities for other amounts payable are initially recognized at fair value, which is normally the transaction cost. 

2.7 Offsetting of financial assets and financial liabilities 

A financial asset and a financial liability is offset and the net amount is reported in the balance sheet if the Modaraba 
has legally enforceable right to set off the recognized amount and intends either to seille on a net basis or to realize the 
asset and settle the liability simultaneously. 

2.8 Diminishing musharaka financing 

Diminishing musharaka financing is stated net of provision. Provision is recognized in accordance with Prudential 
Regulations for Modarabas issued by the SECP or on the estimate of management! whichever is higher. Bad debts are 
written off when identified. 

2.9 Lease (ijarah) accounting 

The Modaraba provides assets to its clients under ijarah agreements as approved by the Religious Board. ljarah 
arrangements up to 30 June 2008 have been recorded in the books of accounts as finance lease in line with IAS-17 
(Leases) and arrangements beginning on or after 1 July 2008 have been recorded in the books of accounts under IFAS. 
2 (ljarah). 

Under the ijarah arrangements up to 30 June 2008, amount due from lessees under finance leases are recorded as 
receivables at the amount of the net investment in the leases. Finance lease income is allocated to accounting periods 
so as to reflect a constant periodic rate of return on the net investment outstanding in respect of the leases. 

As per the requirements of IFAS-2, the Modaraba has presented assets subject to ijarah in its balance sheet according 
to the nature of the asset! distinguished from the assets in own use. Income from ijarah is recognized on accrual basis! 
unless another systematic basis is more representative of the time pattern in which benefit of use derived from the 
leased asset is diminished. Costs! including depreciation, incurred in earning the ijarah income are recognized as an 
expense. 

Net investment in ijarah is stated at present value of minimum ijarah payments. Impairment losses on non-performing 
ijarah are recognized at higher of provision required in accordance with the Prudential Regulations for Modarabas or at 
a level which in the judgment of the management is adequate to provide for potential ijarah losses. These losses can 
be reasonably anticipated as the difference between the carrying amount of receivables and present value of expected 
cash flows discounted at the rates implicit in the ijarah agreement. 

2.10 Fixed assets 

Assets given to customers under ijarah arrangements 

Assets given to customers under ijarah arrangements on or after 01 July 2008 are accounted for as operating lease and 
are stated at cost less accumulated depreciation and impairment loss, if any. Assets under ijarah arrangements are 
depreciated using the straight line basis over the shorter of ijarah term or assets useful life. In respect of additions and 
transfer during the year, depreciation is charged proportionately to the period of ijarah. 
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Assets in own use - Tangible 

Tangible fixed assets are staled at cost less accumulated depreciation and impairment loss, if any. Cost in relation lo 
the assets compses acquisition and other directly attributable costs. Subsequent costs are included in assets' carrying 
amounts when it is probable lhal future economic benefits associated with the item will flow to the Modaraba and the 
cost of the item can be measured reliably. Carrying amount of parts so replaced, if any, is derecognized. All other 
repairs and maintenance are charged to income as and when incurred. Gain I loss on disposals are carried to the profit 
and loss account in (he year of disposal. 

Depreciations charged to income using the straight line method at the rates as specified in note 15 to these financial 
statements so as to write off the cost of assets over their estimated useful lives without taking into account any residual 
value. Depreciation on additions to the tangible fixed assets is charged from the month in which an asset is available for 
use while no depreciation is charged for the month in which the asset is disposed off. 

Carrying amounts of the Modaraba's assets are reviewed at each balance sheet date to determine whether there is any 
indication of impairment. If such an indication exists, the recoverable amount of such asset is estimated and 
impairment loss is recognized in the profit and loss account. Where an impairment loss subsequently reverses, the 
carrying amount of the asset is increased to the revised recoverable amount but limited to the extent of the initial cost of 
the asset. A reversal of the impairment loss is recognized as income in the profit and loss account. 

Assets in own use tntangible 

Expenditure incurred on intangible asset is capitalized and stated at cost tess accumulated amortization and any 
identified impairment loss. Intangible asset is amortized on straight line basis over a period of three years. 

2.11 Provisions 

Provisions are recognized when the Modaraba has a present, legal or constructive obligation as a result of past events 
and it is probable that an outflow of resources embodying economic benefits would be required to settle the obligation 
and a reliable estimate of the amount can be made. Provisions are reviewed at each balance sheet date and adjusted 
to reflect the current best estimates. 

The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation 
at the balance sheet date, taking into account the risks and uncertainties surrounding the obligation. Future operating 
losses are not provided for. 

2.12 Revenue recognition 

For lease (ijarah) agreements executed on or before 30 June 2008, the unearned finance income is deferred and 
amortized to income over the term of ijarah, applying the annuity method to produce a constant rate of return on net 
investment in ijarah. Unrealized ijarah income on potential lease losses is excluded from the income from ijarah 
operations in accordance with the requirements of the Prudential Regulations for Modaraba issued by the SECP. 

For lease (ijarah) agreements executed on or after 01 July 2008 lease rentals are recognized as income on accrual 
basis, as and when the rental becomes due over the ijarah period. 
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The deterred murabaha income i.e. the excess of aggregate murabaha instalments over the cost of the asset under 
murabaha investment is deferred and then amortized over the term of the murabaha, so as to produce a constant rate 
of return on murabaha investment. Documentation charges, front-end fee and other murabaha income are recognized 
as income on receipt basis. 

Return on deposits with banks is recognized on time proportionate basis. 

Profit on diminishing musharaka financing is recognized under the effective mark-up rate method based on the amount 
outstanding. 

Income from fee and commission is recognized as and when it becomes due. 

2.13 Borrowing costs 

Borrowing costs on long-term finances are capitalized up to the date of commissioning of respective qualifying assets 
acquired out of the proceeds of such long-term finances. All other borrowing costs are recognized in profit and loss 
account. 

2.14 Taxation 

Current 

Provision for current taxation is based on taxable income at the current rates of taxation after taking into account tax 
credits available, rebates and exemptions, if any. Under clause 100 of Part — I of Second Schedule to the Income Tax 
Ordinance 2001, the income of non.trading modarabas is exempt from tax provided that not less than 90% of their 
profits are distributed to the certificate holders. 

Deferred 

Deferred tax is provided, using the balance sheet method, on all temporary differences at the balance sheet date 
between the tax bases of assets and liabilities and their carrying amounts. Deferred tax liabilities are recognized for all 
taxable temporary differences. Deferred tax assets are recognized for all deductible temporary differences to the extent 
that it is probable that the temporary differences will reverse in the future and taxable income will be available against 
which the temporary differences can be utilized. 

2.15 Profit distribution 

Profit distribution to certificate holders is recognized as a liability in the period in which such distribution is announced. 

2.16 Segment reporting 

As per IFRS 8, operating segments are reported in a manner consistent with the internal reporting used by the chief 
operating decision-maker. The Managing Director has been identified as the chief operating decision-maker, who is 
responsible for allocating resources and assessing performance of the operating segments. 

The Managing Director is responsible for the Modarabas entire product portfolio and considers the business to have a 
single operating segment. The Modarabas asset allocation decisions are based on a single integrated investment and 
the Modarabas performance is evaluated on overall basis. 
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2017 2016 
Rupees Rupees 

3 BANK BALANCES 

Current accounts 

Associated undertaking - National Bank of Pakistan 270,647 750,329 
Others 48,041 1,506,724 

318,688 2,257,053 

Saving accounts (Note 3.1) 

Associated undertaking - National Bank of Pakistan 25,291 1,762,619 
Others 49,363,542 10,723,856 

49,388,833 12,486,475 
49,707,521 14,743,528 

3.1 These carry mark-up at the rate of 2.70% to 3.50% (2016: 3.50% to 6.50%) per annum. 

4 SHORT TERM MURABAHA INVESTMENTS -SECURED 

Considered good 25,000,000 
Considered doubtful (Note 4.4) 244,025,025 247,125,028 

244,025,025 272,125,028 
Add: Deferred murabaha income 2,654,776 3,255,776 

246,679,801 275,380,804 
Less: Provision for non-performing murabaha investments (Note 4.1) (227,462.959) (177,046,511) 

19,216,842 98,334,293 

4.1 Provision for non-performing murabaha investments 

Opening balance 177,046,511 170,127,500 
Charged during the year (Note 4.3) 50,416,448 43,027,951 
Reversed during the year (36,108,940) 
Net charged during the year 50,416,448 6,919,011 
Closing balance 227,462,959 177,046,511 

4.2 These represent investments under murabaha arrangements on deferred payment basis at specified profit margins. These 
investments carry profit at the rate of 10.36% to 15.54% (2016: 9.61% to 15.54%) per annum and are secured against charge 
over fixed and current assets, personal guarantees of directors of customer companies, registered and equitable mortgage of 
properties, demand promissory notes and post dated cheques varying from case to case, 

4.3 This includes provision of Rupees 18.474 million (2016: Rupees Nil) recognized during the year on the basis of subjective 
evaluation of non-performing short term murabaha investments, 

4.4 This includes doubtful short term murabaha investments of Rupees 16.562 million whose realizable value estimated by the 
management as on the reporting date is Rupees 23.546 million. Hence, there is an upside of Rupees 6.984 million not 
recognized in the profit and loss account of the Modaraba.

2017 2016 
Rupees Rupees 

5 ACCRUED PROFIT 

Murabaha investments 345,915 
Diminishing musharaka financing 388,493 141,268 

388,493 487,183 
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2017 
Rupees 

2016 
Rupees 

IJARAH RENTALS RECEIVABLE 

Considered good - secured 12,028297 24,220,234 

Considered doubtful (Note 6.1) 99, 593,682 88,327,883 
Less: Provision for doubtful ijarah rentals receivable (Note 6.2) (20,363,489) (13,622,056) 
Less: Profit held in suspense (Note 6.3) (21,311,458) (17,108,267) 

57,918,735 57,597,560 
69,947,032 81,817,794 

6.1 This includes doubtful ijarah rentals receivable of Rupees 75.895 million whose realisable value estimated by the management 
as on the reporting date is Rupees 89.907 million. Hence, there is an upside of Rupees 14.012 million not recognized in the 
profit and loss account of the Modaraba. 

2017 
Rupees 

2016 
Rupees 

Provision for doubtful ijarah rentals receivable 

Opening batance 13,622,056 12,633,222 
Charged during the year (Note 6.2.1) 7,318,597 1,239,496 
Reversed during the year (577,164) (250,662) 
Closing balance 20,363,489 13,622,056 

6.2.1 This includes provision of Rupees 3.100 million (2016: Rupees Nil) recognized during the year on the basis of subjective 
evaluation of non-performing ijarah rentals receivable. 

Profit held in suspense 

2017 
Rupees 

2016 
Rupees 

Opening balance 17,108,267 8,424,135 
7,207,092 8,684,132 Income suspended during the year 

Suspended income received (3,003,901) 
Closing balance 21311,458 17,108,267 

ADVANCES, PREPAYMENTS AND OTHER RECEIVABLES 

Advances to employees for expenses (unsecured - considered good) 12,530 21,491 
Income tax deducted at source 2,299,126 1,167,799 
Prepayments 27,880 249,157 
Other receivables (Note 7.1) 1,503,788 1,166,343 

3,843,324 2,604,790 

Other receivables 

Considered good 1,503,788 1,166,343 

Considered doubtful (Note 7.1.1) 29,244,256 28,368,640 
Provision against doubtful other receivables (Note 7.2) (29,244,256) (28,368,640) 

1,503,788 1,166,343 

7.1.1 Doubtful other receivables of Rupees 29.244 million have been fully provided in these financial statements, however, these 
include receivables of Rupees 1.816 million whose realizable value estimated by the management as on the reporting date is 
Rupees 0.487 million, Hence, there is an upside of Rupees 0.487 million not recognized in the profit and loss account of the 
Modaraba. 

38 

6.3 

7 

7.1 



7.2 

First National Bank Modaraba 

Provision against doubtful other receivables 

Opening balance 28,368,640 24,988,256 
Charged during the year 875,616 3,380,384 
Closing balance 29,244,256 28,368,640 

8 CURRENT PORTION OF NON•CURRENT ASSETS 

Net investment in ijarah finance (Note 9) 31,270,867 24,080,628 
Diminishing musharaka financing (Note 10) 26,098,927 21367,573 
Long term niurabaha investments (Note 11.3) 45,083,734 48,048,233 
Long term loans and deposits (Note 12) 595,499 917,373 

103,049,027 94,413,807 

9 NET INVESTMENT IN 
IJARAN FINANCE 

2017 2016 

Not later than 
one year 

Laterthan one 
and less than 

five years 
Total 

Not later than 
one year 

Later than one 
and less than 

five years 
Total 

Rupees 

Minimum iiarah  rentals 
receivable 62,161137 17,185554 79,346691 54,929,071 29,185554 84,114,625 
Residual value of ijarah assets s,oeeisi 46.700 5,134,881 5,088,181 46,700 5.134.881 
Gross investment in ijarah 
Inance 67,249,318 17232,254 84,481,572 60,017,252 29,232254 89,249,506 
Less: unearned finance 
income (13,071,599) (15,580,740) (28,652,339) (13,029,772) 119.789.320) (32,819,092) 
Net investment in lease ijarah 
fnance 54,177.719 1.651.514 55,829,233 46,981,480 9,442,934 56,430,414 
Less: Provision (or doubtful net 
investment in ijarab finance 
(Note 9.2) (22,906,852) (22.906,852) (22,906,852) (22,906,852) 

31,270867 1,651,514 32,922,381 24,080,628 9,442,934 33,523,562 
Less: Current porhon (Note 8) (31,270,867) (24,080,628) 

1,6515t4 9,442,934 

The Modaraba has entered into various ljarah agreement for periods ranging from 8 to 14 years (2016:8 to 14 years). Security 

deposits ranging from 0.1% to 10% (2016: 0.1% to 10%) are obtained at the time of disbursement. The rate of profit implicit in 

Ijarah ranges from 9.76% to 11.97% (2016: 7.86% to 11.19%) per annum. 

9.1 This includes doubtful ijarah rentals receivable of Rupees 27.788 million whose realizable value estimated by the management 

as on the reporVng date is Rupees 55.575 million. Hence, there is an upside against net investment in ijarah finance and 

unearned finance income estimated to Rupees 22.907 million and Rupees 4.880 miilion respectively, which is not recognized in 
the profit and loss account of the Modaraba. 
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Provision for doubtful net investment in ijarah finance 

2017 
Rupees 

2016 
Rupees 

Opening balance 22,906,852 5,658000 
Charged during the year - 17248852 
Closing balance 22,906,852 22906852 

DIMINISHING MUSHARAKA FINANCING-SECURED 

Considered good 32,258,640 52,007,931 

Considered doubtful 4,337,634 4,662,957 
Provision against doubtful diminishing musharaka (Note 102) 

4,337,634 4,662,957 
36,596,274 56,670,888 

Less: Current portion (Note 8) (26,098,927) (21,367,573) 
10,497,347 35,303,315 

10.1 This represents diminishing musharaka financing arrangement entered for a term of three to four years. The Modaraba has 
provided financing to the extent of 23.69% to 90% of the value of the musharaka assets. This financing is secured by first 
charge on all present and future fixed assets of the client, personal guarantee of directors, registered and equitable mortgage 
on properties, post dated cheques and joint ownership of musharaka assets. These carry profit at rates ranging between 9.35% 
to 14.02% (2016: 9.35% to 13.65%) per annum and are repayable on monthly basis. 

10.2 The provision against doubtful diminishing musharaka financing is not required under Prudential Regulations for Modarabas 
due to forced sale value of collaterally held assets. 

LONG TERM MURABAHA INVESTMENTS-SECURED 

2017 
Rupees 

2016 
Rupees 

Considered good 14,895,252 24,284,321 

Considered doubtful 69,602,515 69,602,515 

84,497,767 93886836 

Add: Deferred murabaha income (Note 21) 31913554 31,913,554 
116,411,321 125800,390 

Less: Provision for doubtful murabaha investments (Note 11.2) (69,602,482) (41,602,482) 
46,808839 84,197908 

Less: Current portion (Note 11.3) (45,083,734) (48,048,233) 
1,725,105 36,149,675 

These represent investments under murabaha arrangements on deferred payment basis at a profit margin ranging from 9.38% 
to 15.50% (2016: 9.38% to 15.50%) per annum. These investments are secured against charge over fixed and current assets, 
registered and equitable mortgage of properties, personal guarantees of the directors of customer companies, demand 
promissory notes and post-dated cheques varying from case to case. 
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Opening balance 

Charged during the year (Note 11.2.1) 
Reversed duhng the year 
Net charged during the year 
Closing balance 

41,602482 8,960,420 

28,000,000 32,736,682 
(94,620) 

  

28,000,000 32,642,062 
69,602,482 41602,482 
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2017 2016 
Rupees Rupees 

11,2 Provision for doubtful murabaha investments 

11,2.1 This includes provision of Rupees 17500 million (2016: Rupees Nil) recognized during the year on the basis of subjective 
evaluation of non-performing long term murabaha investments. 

11.3 Current portion of long term murabaha investments 

Murabaha investments 37,602,051 44,079,315 

Deferred murabaha income (Note 21) 7,481,683 3,968,918 
45,083,734 48,048,233 

12 LONG TERM LOANS AND DEPOSITS 

Long term loansto employees (Note 12.1) 1,556,881 2,601,317 

Security deposits 39,500 39,500 
1,596,381 2,640,817 

Less: Current portion (Note 8) (595,499) (917,373) 

1,000,882 1,723,444 

12.1 These loans are given to employees of the Modaraba for purchase of vehicles and carry profit at the rate of 5% (2016: 5%) per 
annum. Maximum aggregate balance due from employees at the end of any month during the year was Rupees 2,513652 
(2016: Rupees 6,098,247). As a security, vehicles are registered in the name of the Modaraba. 

13 INTANGIBLE ASSET 

Cost 1,131,300 1,131,300 

Accumulated amortization 

Net book value 

(1,131,300) (1,131,300) 

 

13.1 As at reporting date, the intangible asset is fully amortized but still in use of the Modaraba. 
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1,488,391,991 
(779,361708) 

709,030,283 

709,030,283 
76,361,058 

(318,905,100) 
241,743,364 
(77,161,736) 

(4,974,089) 
(237,061,840) 
466,193,676 

1,245,847,949 
(774,680,184) 

(4,974,089) 
466,193,676 

466,193,676 
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14 IJARAH ASSETS 

At 30 June 2015 

Cost 
Accumulated depreciation 
Net book value 

Year ended 30 June 2016 

Opening net book value 
Additions 
Disposals; 

Cost 
Accumulated depreciation 

Reclasification adjustment: 
Cost 
Accumulated depreciation 

Impairment loss 
Depreciation charge 
Closing net book value 

At 30 June 2016 

Cost 
Accumulated depreciation 
Accumulated impairment loss 
Net book value 

Year ended 30 June 2017 

Opening net book value 
Disposals: 

Cost 
Accumulated depreciation 

Plant and 
machinery -- 

Vehicles 

--Rupees-- 

646,151,210 842,240,761 
(373,524,792) (405,836,916) 
272,626,418 436,403,865 

272,626,418 436,403,865 
76,361,058 

(130,723,700) (188,181,400) 
116,303,933 125,439,431 
(14,419,767) (62,741,969) 

73,500,000 (73,500,000) 
(49,739,417) 49,739,417 
23,760,583 (23,760,583) 
(1,502,302) (3,471,787) 

(103,743,825) (133,318,015) 
176,721,107 289,472,569 

588,927,510 656,920,439 
(410,704,101) (363,976,083) 

(1,502,302) (3,471,787) 
176,721,107 289,472,569 

176,721,107 289,472,569 

(178,983,837) (202,495,620) (381,479,457) 
137,970,210 151,011,437 288,981,647 

Total 

(41,013,627)  (51,484,183)  (92,497,810) 

Impairment loss: 
Impairment loss recognized 
Impairment loss reversed 

At 30 June 2017 

Cost 
Accumulated depreciation 
Accumulated impairment loss 
Net book value 

Annual rate of depreciation (%) 

(3,203,211) - (3,203,211) 
- 1,307,045 1,307,045 

(3,203,211) 
(53,618,261) 

1,307,045 
(70,737,786) 

(1,896,166) 
(124,356,047) 

78,886,008 168,557,645 247,443,653 

409,943,673 454,424,819 864,368,492 

(326,352,152) (283,702,432) (610,054,584) 
(4,705,513) (2,164,742) (6,870,255) 
78,886,008 168,557,645 247,443,653 

17-33 14-50 

Depreciation charge 
Closing net book value 
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16 SHORT TERM FINANCE - SECURED 
2017 2016 

From banking companies Rupees Rupees 

201,634,154 249,918,586 
- 25,000,000 

201,634,754 274,918,586 

Running finance: 

Associated undertaking-National Bank of Pakistan (Note 16.1) 
Murabaha finance (Note 16.2) 

'3',  
First National Bank Modaraba 

Cost 
Accumulated depreciation 
Net book value 

Year ended 30 June 2016 

Opening net book value 
Additions 
Disposals: 

Cost 

Accumulated depreciation 

3,287,905 1,793,858 434,664 5,516,427 
(3,192,231) (1,538,451) (418,387) (5,149,069) 

95,674 255,407 16,277 367 358 

95,674 255,407 16,277 367,358 
10,200 10,200 

(1,936,723) - - (1,936,723) 
1,889,921 - - 1,889,921 

(46,802) (46,802) 
Depreciation charge (40,652) (183,693) (14,580) (238,925) 
Closing net book value 8,220 81,914 1,697 91,831 

At 30 June 2016 

Cost 1,351,182 1,804,058 434,664 3,589,904 
Accumulated depreciation (1,342,962) (1,722,144) (432,967) (3,498,073) 
Net book value 8,220 81,914 1,697 91,831 

Year ended 30 June 2017 

Opening net book value 8,220 81,914 1,697 91,831 
Depreciation charge (8,220) (74,182) (1,697) (84,099) 
Closing net book value 7,732 7,732 

At 30 June 2017 

Cost 1,351,182 1,804,058 434,664 3,589,904 
Accumulated depreciation (1,351,182) (1,796,326) (434,664) (3,582,172) 
Net book value 7,732 7,732 

Annual rate of depreciation (%) 20 33.33 20-33.33 

15.1 The cost of fixed assets includes fully depreciated assets of Rupees 3,241,823 (2016: Rupees 2,668,758) which are 
still in use of the Modaraba. 

15.2 Upside against fixed asset in own use estimated by the management as on the reporting date is Rupees 0.850 million. 
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At 30 June 2015 

Vehicles 
Computers and 

accessories 
Electric 

equipment 
Total 

Rupees 
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16,1 The Modaraba has total working capital finance facility of Rupees 250 mitlion (2016: Rupees 350 million) available from 
National Bank of Pakistan out of which Rupees 48.365 million (2016: Rupees 75 million) remained unutilized at year end. This 
carry mark-up I profit at rate for I month KIBOR plus 1% (2016: 1 month to 6 months KIBOR plus 0.5% to 2%) per annum 
payable monthly. The effective mark-up I profit rate charged during the year range from 6.22% to 6.29% (2016: 7.26% to 
9.83%) per annum. This facility is secured by way of first joint pan passu hypothecation charge on all present and future 
receivables, leased assets and retated lease receivables and present and fniture assets of the Modaraba to the extent of 
Rupees 277.778 million (2016: Rupees 611.778 million). 

16.2 This facility of Rupees 100 million obtained from Al-Baraka Bank (Pakistan) Limited to finance murabaha operations of the 
Modaraba has been fully repaid duhng the year. This carried mark-up at the rate of 6 months KIBOR plus 2% per annum 
payabte semi annually. The effective mark-up rate charged during the year ranged from 8.36% to 8.37% (2016: 8.36% to 
9.83%) per annum. This was secured by way of joint pad pasu charge on leased assets and receivables of the Modaraba to the 
extent of Rupees 334 million. 

CREDITORS, ACCRUED AND OTHER LIABILITIES 

2017 
Rupees 

2016 
Rupees 

Advances from customers 25,725,687 22,503,209 
Accrued expenses 433,780 559000 
Withholding tax payable 12,414 
Unclaimed profit distribution 437,624 439,064 
Charity and other payable 668,108 183,290 

27,265,399 23,696,977 

CURRENT PORTION OF NON-CURRENT LIABILITIES 

Security deposits against ijarah assets (Note 19) 155,082,085 190,103,119 
Long term finances - secured (Note 20) 33333,332 101666668 
Deferred murabaha income (Note 21) 7,481,683 3,968,918 

195,897,100 295,736,705 

SECURITY DEPOSITS AGAINST IJARAH ASSETS 

Security deposits against ijarah assets 176,562,872 261,723,821 
Less: Current portion (Note 18) (155,082,085) (190,103,119) 

21500787 71,620,702 

LONG TERM FINANCES-SECURED 

From banking companies and financial institution - secured 

National Bank of Pakistan associated undertaking (Note 20.1) 50,000,002 83,333,334 
Pak China Investment Company Limited (Note 20.2) 35,000,000 
First Women Bank Limited (Note 20.3) 33,333,334 

50,000,002 151,666,668 
Less: Current portion (Note 18) (33,333,332) (101,666,668) 

16,666,670 50,000,000 

20.1 This demand finance facility of Rupees 200 million is obtained to finance operations of the Modaraba. This is repayable in 12 
equal quarterly instalments. This carries mark-up at the rate of 3 months KIBOR pIus 2.00% per annum payable quarterly. The 
effective mark-up rate charged during the year ranged from 7.54% to 7.85% (2016: 7.85% to 8.51%) per annum. This is 
secured by way of first joint pan passu hypothecalicn charge on all present and future teased assets and related lease 
receivables of the Modaraba to the extent of Rupees 222.222 million. 
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20.2 This term finance facility of Rupees 200 million obtained to finance ljarah operations of lhe Modaraba has been hilly repaid 
during the year. This carried mark-up at the rate of 6 months KIBOR plus 1.75% per annum payable semi annually. The 
effective mark-up rate charged during the year was 7.99% (2016: ranged from 8.38% to 8.63%) per annum. This was secured 
by way of hypothecation charge on all present and future leased assets and other Islamic products recievable of the Modaraba 
with 25% margin. 

20.3 This demand finance facility of Rupees 200 million obtained to finance operations of the Modaraba has been fully repaid during 
the year.This carried mark-up at the rate of 6 months KIBOR plus 1.75% per annum payable semi annually. The effective mark-
up rate charged during the yearwas 7.81% (2016: ranged from 8.26% to 8.79%) per annum. This was secured byway of joint 
pan passu charge on leased assets and other Islamic products' receivable of the Modaraba to the extent of Rupees 367 million. 

DEFERRED MURABAHA INCOME 

2017 
Rupees 

2016 
Rupees 

Long term deferred murabaha income (Note 11) 31,913,554 31,913,554 
Less: Current portion (Note 18) 

(7,481,683) (3,968,918) 
24,431 871 27,944,636 

CERTIFICATE CAPITAL 

Authorised certificate capital 

60,000,000 (2016: 60.000.000) modaraba certificates of Rupees 10 each 600,000,000 600,000,000 

Issued, subscribed and paid-up certificate capital 

25,000,000(2016: 25,000,000) modaraba certificates of Rupees 10 each 250,000,000 250,000,000 

22.1 7,500,000 (2016: 7,500,000) certificates of the Modaraba are held by National Bank Modaraba Management Company Limited, 
the management company. 

23 RESERVES 

Capital reserves 

Statutory reserve (Note 23.1) 

Revenue reserve 

Accumulated loss 

2017 2016 
Rupees Rupees 

43,955,189 43,955,189 

(277,622,119) (206,262,437) 
(233,666.930) (162,307248) 

23.1 This represents special reserve created in compliance with the Prudential Regulations for Modarabas issued by SECP. 

24 CONTINGENCIES AND COMMITMENTS 

Contingencies NIL NIL 

Commitments-facilities approved but not disbursed NIL NIL 
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25 OTHER INCOME 

2017 2016 
Rupees Rupees 

Documentation charges 
Service charges 
Gain on disposal of fixed assets - own use 

26 OPERATING EXPENSES 

Salahes, allowances and other benefits (Note 26.3) 
Communication 
Travelling and conveyance 
Vehicles running 

Postage and stamps 
Advertisement 
Legal and professional 
Auditors! remuneration (Note 26.1) 
Fees and subscription 
Repairs and maintenance 
Insurance 
Stationery and printing 
Entertainment 

Depreciation on fixed assets - own use (Note 15) 
Amortization 
Other sundry expenses 

26.1 Auditors' remuneration  

203,251 
97,018 126,828 

- 1503510 
97,018 1,833589 

10,968,204 10,974,978 
275,695 282,535 
313,264 176,620 
129,469 181,754 

39,928 64,672 
104,670 135,191 
947,941 1,231,190 
546,830 539,480 
681,903 943,115 
280,552 266,607 

99,307 186,186 
348,183 393,708 
249,886 285,673 

84,099 238925 
- 146,016 

105,104 83,431 
15,175,035 16,130,081 

Audit fee
302,500 302,500 

Half yearly review fee 96,800 96,800 
Certifications 97,600 97,600 
Out of pocket expenses 49,930 42,580 

546,830 539,480 

26.2 Office space, utilities and related expenditure are borne by National Bank Modaraba Management Company Limited, Modaraba 
management company. 

26.3 Salaries, allowances and other benefits 

The aggregate amount charged for remuneration including all benefits to officers and employees of the Modaraba are as under: 
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Total 

4,723,680 
2,313,235 

555,534 
982,848 

2,399,681  
10,974,978  

12 

Opening balance 

Add: Charged during the year (Note 28.1) 
Less: Reversed during the year 
Net provision charged during the year 
Closing balance (Note 28.2) 

376,366,896 290,333,399 

290,333,399 229,154,256 

86,033,497 61,179,143 

97,633,365 
(36.454,222) 

86,610,661 
(577,164) 
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2017 
2016 Officers [_ppIoyees Total Officers  

Rupees  
Employees 

Salary 

House rentallowance 
2380,131 2,557,252 4,937,333 2,044,792 2,678,883 

Utilities 
Bonus 

1,045,837 
251,001 

1,132,620 
271,813 

2,178,457 
522,814 

1,022,400 
245,376 

1,290,835 
310,158 

Others 
482,319 520,389 1,002,708 434,518 548,330 770,350 1,556,492 2,326,842 669,485 1,730,196 4,929,638 6,038,566 10,968,204 4,416,571 6,558,407 Numberof persons 3 8 3 

26.3.1 Average number of employees during the year was 12(2016:14). All employees are on contract. 

2017 2016 
Rupees Rupees 

27 FINANCE COST 

15,879,672 7,426,922 
Short term finances

16,089,320 
Short term certificates of musharaka

7,684,799 21,246,751 
Long term finances

135,928 153,625 
Bank and other charges

23,700,399 44,916,618  

27.1
This includes finance cost of Rupees 21,133,746 (2016: Rupees 8,651,373) on various facilities obtained from National Bank of 
Pakistan - associated undertaking 

2017 2016 
Rupees Rupees 

28 PROVISION FOR DOUBTFUL RECEIVABLES 

28.1
This includes provision of Rupees 39.074 million (2016: Rupees Nil) recognized during the year on the basis of subjective 
evaluation of non-performing shod term murabaha investments, ijarah rentals receivable and long term murabaha investments. 
The break-up is as under: 

2017 2016 
Rupees Rupees 

Short term murabaha investments 
ljarah rentals receivable 
Long term murabaha investments 

18,473,740 
3,100,000 

17,500,000 

 

39,073,740 
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28.2 Break up of closing balance 

Provision against doubtful murabaha investments (Note4.1 and Note 11.2) 
Provision against accrued profit 

Provision for doubtful ijarah rentals receivable (Note 6.2) 

Provision against doubtful other receivables (Note 7.2) 
Provision for doubtful net investment in ijarah finance (Note 9.2) 

29 MODARABA MANAGEMENT COMPANY FEE 

297065,441 218,648,993 
6,786,658 6786,858 

20,363,489 13,622,056 
29,244,256 28,368,640 
22,906,852 22,906,852 

376,366,896 290,333,399 

In accordance with Section 18 of the Modaraba Companies and Modaraba (Floatation and Control) Ordinance!  1980, 
management fee @ 10% of annual profits is paid to the modaraba management company. Owing to the toss during the year, 
the modaraba management company's fee has not been provided for. 

2017 2016 

30 TAXATION
Rupees Rupees 

Current: 
For the year (Note 30.1) 

Deferred income tax (Note 30.2) 

30.1 No provision for current tax is recognized as the Modaraba has estimated carry forwardable tax losses of Rupees 256.973 
million (2016: Rupees 195.890 million). Further, provision of minimum tax is not appticable to the Modaraba as per sub clause 
(xiii) of clause hA of part IV of second schedule to the Income Tax Ordinance, 2001. 

30.2 Deferred income tax 

The asset for deferred income tax originated due to temporary differences relating to: 

Accelerated tax depreciation 
Carry forward tax losses 

Less: Deferred income tax asset not recognized 

43,448,578 67,217,395 
64,243,310 48,972569  

107,691,888 116,189,964 
(107,691,888) (116,189,964) 

30.2.1 The deferred income tax asset of Rupees 107.692 million (2016: Rupees 116.190 million) has not been recognized in these 
financial statements as the temporary differences are not expected to reverse in foreseeable future because taxable profits may 
not be available against which the temporary differences can be utilized. 

31 LOSS PER CERTIFICATE -BASIC AND DILUTED 

Loss attributable to ordinary certificates holders Rupees (71,359,682) (53,832,502) 
Weighted average number of ordinary certificates 
outstanding during the year Numbers 25,000,000 25,000,000  
Loss per certificate Rupees (2.85) (2.15) 

There is no dilution in loss per certificate as the Modaraba has not issued any instrument which would have an impact on its 
loss per certificate. 
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32 FUTURE IJARAFI RENTALS RECEIVABLE 

Aggregate amount of future ijarah rentals receivable on the basis of agreements executed upto 30 June 2017 approximate to 
Rupees 197917339 (2016: Rupees 316254,111). The amount of future ijarah rentals receivable and period duñng which they 
fall due are: 

Not tater than one year 160,949,631 193619780 
Later than one year but not later than five years 36967,708 122,634,331 
Laterthan five years 

197917,339 316,254,111 

The Modaraba has entered into vaous ljarah agreement for periods ranging from 3 to 11 years (2016: 3 to 11 years). Security 
deposits ranging from 0% to 71% (2016: 5% to 73%) are obtained at the time of disbursement, The rate of profit implicit in 
ljarah ranges from 9.46% to 14,46% (2016: 9.15% to 10.98%) per annum. 

33 FINANCIAL RISK MANAGEMENT 

The Modaraba has exposure to the following risks from its use of financial instruments: 

Credit risk 
- Liquidity risk 

Market risk 

The Board of Directors of the management company has overall responsibility for the establishment and oversight of the 
Modaraba's risk management framework. 

33.1 Credit risk 

Credit risk is the risk that the counterparty to a financial instrument will cause a financial loss to the Modaraba by failing to 
discharge an obligation. The risk is generally limited to principal amounts and accrued profit thereon, if any. The Modaraba's 
policy is to enter into financial contracts in accordance with the internal risk management policies and the requirements of the 
Prudential Regulations. The carrying amount of the following financial assets represents the maximum credit exposure at the 
reporting date: 

2017 
Rupees 

2016 
Rupees 

Bank balances 49,707,521 14,743,528 
ljarah rentals receivable 69,947,032 81,817,794 
Other receivables 1,503,788 1,166343 
Accrued profit 388,493 487,183 
Murabaha investments 31,457,351 147,362,871 
Net investment in ijarah finance 32,922,381 33,523,562 
Diminishing musharaka financing 36,596,274 56,670,888 
Long term loans and deposits 1,596,381 2,640,817 

224,119,221 338,412,986 

49 



/44/ 
Annual Report 2017 

33.1.1 Credit quality of banks 

The credit quality of the Modaraba's bank balances can be assessed with reference to external credit ratings as follows: 

Rating 2017 2016 
Short term Long term Agency Rupees 

National Bank of Pakistan Al + PACRA 295939 2,512,948 
Al Baraka Bank (Pakistan) Limited Al A PACRA 252,945 10723556 
Bank Alfalah Limited Alt M PACRA 4964 140,696 
First Women Bank Limited A2 A- PACRA 4,760 4,810 
Allied Bank Limited Alt Mt PACRA 4,733 
Habib Bank Limited A-ft PM JCR-VIS 18,829 
The Bank of Punjab Alt M PACRA 38,052 38,226 
Bank lslanii Pakistan Limited Al At PACRA 49,110,860 73,377 
MOB Bank Limited (fomerly NIB Bank 
Limited) Alt M- PACRA 54591 
United Bank Limited A-ft MA JCR-VIS 2,828 
Bank Al-Habib Limited Al+ Mt PACRA 22 
MOB Bank Limited Alt AM PACRA 1 1,168,612 

49,707,521 14,743,528 
33.1.2 Description of collateral held 

The Modaraba's ijarah arrangements (leases) are secured against ijarah assets, demand promissory notes, post dated 
cheques and personal guarantees varying from case to case. In a few arrangements additional collateral is also obtained in 
form of charge on fixed assets. 

Murabaha investments are secured against charge over fixed and current assets, registered and equitable mortgage of 
properties, personal guarantees of directors of customer companies, demand promissory notes and post dated cheques 
varying from case to case. 

Diminishing musharaka financings are secured by first charge on all present and future fixed assets of the client, registered and 
equitable mortgage on properties, personal guarantee of directors, post dated cheques and joint ownership of musharaka 
assets varying from case to case. 

33.1.3 Age analysis of profit accrued on murabaha investments 

Past due 

30June 2017 

Gross amount 

Amount on 

which no 

suspension 

is required 

Amount on 

which 
suspension is 

required 

Suspension made 
under Prudential 

Regulations 

Cariying 
amount 

0 days 

1 day-89 days 

90 days -179 days 
180 days -364 days 

Rupees 

1 year- less than 2 year 2,068,453 2,066,453 2,066,453 
2 year- less than 3 year 2,732,411 2,732,411 2,732411 
3 year or more 8,019,086 8,019,086 8,019,086 
Total 12,819,950 12,819,950 12,819,950 
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Past due 

30 June 2616 

Gross amount 

Amount on 
which no 

suspension 
is required 

Amount on 
which 

uspension Is 
required 

0 days 
1 day 

345.915 345.915 - -BY days 
90 days .179 days 
180 days. 364 days 
1 year - less than 2 year 
2 year- ress than 3 year 
3 year or more 
Total 

-

- 770.916 770916

- 1297537 1.297,537

' 1.891.603 1.891.603

' 2,667,547 2.667.547

' 5,520853 
12.494.371 

5.520.853

' 345.915 12,148.4% 33.1,4 Age analysis of murabaha investments 

30 June 2017 

Past due Amount on Amount on 

Gross amount which no 
provision 

Is required 

which 
provision it 

required 
Rupees--- o days 

I day-179 days 
14.895.252 14.895,252 

180 days- 364 days 
1 year . less than 2 year 
2 year ross than 3 year 
3 year or more 

36.947,483 
93,500,000 

- 
- 

36.947.483 
93,500.000 

Total 
183.180,057 183180,057 
328,522792 14,895,252 313,627,540 

30 June 2016 

Past duo Amount on Amount on 

Gross amount which no 
provision 

is required 

which 
provision is 

required 
Rupees 

0 days 
49.284,321 49,284,321 1 day-179 days 
14.872,637 14.872,637 180 days - 364 days 

1 
22,074.849 22,074.849 year - less than 2 year 

2 
76.600,000 ' 76.600,000 year- less than 3 year 90.018.933 - 90,018,933 3 year and above 

Total 
113,161.124 - 113,161,124 
366,011,864 49,284,321 316,727,543 

Provisions are recognized by the Modaraba on the basis of time based criteria given under Prudential Regulations for Modarabas and subjective 
evaluation carried out on an ongoing basis. 

33.1.5 Age anaiysis of ijarah rentals receivable 

30 June 2017 

208,648,993 147,362,871 

Past due 

0 days 
1 day -89 days 
90 days .179 days 

Gross amount 

Amount on which 
no provision! 
suspension is 

required 

Amount on which 
provision / 

suspension is 
required 

940,414 
00.564,673 

52 3, 2 10 

940,414 - 
10,564.673 . 

523,210 - 
180 days. 364 days 27 .9 14 - 27,914 
1 year - less than 2 year 3,270,553 3,270,553 
2 year. less than 3 years 
3 year or more 

83,296,711 - 83,296.711 
12 .996, 504 12.998,504 

Total 111, 62 1, 979 12,028,297 99,593,582 

Proviaion / 
sueperselon made 
under Prudential 

Regulations 

Carrying 
amount 

345,915 
. 

770916 
1.297.537 
1,891,603 
2.667,547 
5,520,853 

12,148,4% 345.915 

Provision 
recognized 

under Prudential 
Regutatlons  

14,895.252 

36,947,483 
88.967,801 4,632,199 

171,250!  157 11,929,900 
297,065,441 31.457,351  

Provision 
recognized 

under Prudential 
Regulations 

49.284,321 
14,872,637 

4,414,970 17,659,879 
27,800.000 48,800.090 
73,272,899 16,746,034 

113,161,124 - 

- 940,414 
- 10,564,673 

' 523.210 
4,746 23.168 

180,386 3,090,167 
28,491,311 54.805,400 
12.998,504 - 
40,674,947 69,947,032 

Carrying 
amount 

Suspension made 
under Prudential 

Regulations 

Carrying 
amount 

Carrying 
amount 



56,670,888 56,670,888 52,007,931 4,662,957 
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30 June 2016 

Gross amount 

Amount on which 
no provision I 
suspensIon Is 

required 

Amount on which 
provision / 

suspension Is 
required 

Provision / 
suspension made 
under Prudential 

Regulations 

Carrying 
amount 

760,046 
14,615,824 

760,046 
14,615,824 

- 
- 

- 
- 

760,046 
14,615,824 

15,019,546 8,844,364 6,175,182 211,755 14,807,791 
244,628 - 244,628 6,173 238.455 

68,973,556 - 68,973,556 19.123,336 49,850,220 
2,732,141 - 2,732,141 1,186,683 1,545,458 

10,202,376 - 10.202,376 10,202,376 - 
111,548,117 24,220,234 88,327,683 30.730.323 81,817,794 

30 June 2017 

Gross amount 

Amount on 
which no 

provision is 
required 

Amount on 
which provision 

Is required 

Provision made 
under Prudential 

Regulations 

Carrying 
amount 

Past due 

Past due 

30 June 2016 

Gross amount 

Amount on 
which no 

provision Is 
required 

Amount on 
which provision 

- 
Is required 

Provision made 
under Prudentlat 

Regulations 

Carrying 
amount 

31,831,521 31,831,521 - - 31,831,521 
20,176,410 20,176,410 20,176,410 

4,662,957 - 4,662,957 (Note 10.2) 4,662,957 

Past due 

0 days 
1 day.179 days 
ltOdays-364days 

1 year - less than 2 year 
2 year less than 3 years 
3 year or more 
Total 

33.1.7 Age analysis of profit accrued on diminishing musharaka financing 

30June2017 

Gross amount 

Amount on 
which no 

suspension 
is required 

Amount on 
which 

suspension is 
required 

Suspension 
made under 
Prudential 

Regulations 

Carrying 
amount 

0 days 
Rupee  

90 days- 179 days 388,493 388,493 388,493 

180 days' 364 days 

I year - less than 2 year 705,646 705,646 705,646 

2 year- less than 3 years 

3 year or more 

Total 1,094,139 388,493 705,646 705,646 388,493 

52 

Past due 

O days 
I day -89 days 
90 days -179 days 
180 days - 364 days 
I year - less than 2 year 
2 year - less than 3 years 
3 year or more 
Total 

33.1.6 Age analysis of diminishing musharaka financing 

16,364,820 
15,893,820 

16,364,820 
15,893,820 

4,337.634 

36,596,274 32,258,640 

o days 
1 day.179 days 
180 days- 364 days 

1 year - less than 2 year 
2 year - less than 3 years 
3 year or more 
Total 

4,337,634 (Note 10.2) 

4,337,634 

16.364,820 
15. 893,8 2 0 

4,337,634 

36,596,274 
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30 June 2016 

Gross amount 

Amount on 
which no 

suspension 
Is required 

Amount on 
which 

suspension is 
required 

Suspension 
made under 
Prudential 

Regulations 

Carrying 
amount 

O days 12411 12411 - 12,411 
90 days .179 days 128,857 128,857 128,857 
160 days -364 days 
1 year - less than 2 year 593,321 593321 593,321 
2 year - less than 3 years 
3 year or more 
Total 734589 141,268 593,321 593,321 141,268 

Provisions are recognized by the Modaraba on the basis of time based criteria given under Prudential Regulations for Modarabas and subjective 
evaluation carried out on an ongoing basis, 

33,1.8 Concentration of credit risk 

The Modaraba manages credit risk and its concentration through diversification of activities to avoid undue concentration of risks with 4ndividuals, 
groups or specific industry segments. For this purpose, the Modaraba has established exposure limits for individuals and industrial sectors. Break-up 
of credit risk exposure by class of business is as follows: 

30 June 2017 
tjarah 

receivables 
and assets  

Net investment 
in Ijarab finance 

Murabaha 
Investments 

Diminishing 
musharaka Total % age 

Transpoil and communications 19,623,592 - 300,933 6,957,805 26,882,330 3,45 
Education 1,723.961 - 1,723,981 0.23 
Power 1,675,769 15,000,000 16,675,769 2.14 
Textiles 63,462,792 55.829.233 266,967065 2,772,744 389,031,834 49.88 
Construction 9,297,000 - 9,297,000 1.20 
Engineering 2,491,992 - 23.859,542 4,337,634 30,689.168 3,94 
Food 94,545.613 - 22,395.252 - 116.940.865 15.00 
Individuals 93,230,188 9.788.688 103,018,876 13.21 
Financial institutions 19,491,880 - 19,491,880 2.50 
Manufacturing industries 30,625,849 - 30,625,849 3.93 
Miscellaneous 22,896,976 - 12,739,403 35,636,379 4.57 
Total 359,065,632 55,829,233 328,522,792 36,596,274 780,013,931 100 

30 June 2016 

tjarah 
receivabtes and 

assets 

Net Investment In 
Ijarah finance 

Murabaha 
investments 

Diminishing 
musharaka 

Total % age 

upees--- 

Transport and communications 44,763,637 - 300,933 8.036.469 45.064,570 4.26 
Education 5,608,198 - 5.608,198 0.53 
Power 6,041,857 - 40,000,000 - 46,041,857 4.35 
Textiles 97,511,998 56,430,414 275,648,420 4,384,617 429,590,832 40.61 
Construction 14,181,566 - 14.181,566 1.34 
Engineering 8,632,542 - 23,859,542 4.662,957 32,492,084 3.07 
Food 133,031,148 26.202,969 159,234,117 15.05 
Individuals 140,838,938 - - 13,733,396 170,363,105 16.10 
Financial institutions 30,420,554 - - 30,420,554 2.88 
Manufacturing industries 45,689,223 - - 72,835,944 6.89 
Miscellaneous 52,022,132 25,853,449 52,022,132 4.92 

total 578,741,793 56,430,414 366,011,864 56,670,888 1,057,854,959 100 
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33.2 Liquidity risk 

Liquidity risk is the nsk that the Modaraba will encounter difficulty in meeting its financial obligations as they fall due. Liquidity sk arises 
because of the possibility that the Modaraba could be required to pay its liabilities earlier than expected or difficulty in raising funds to meet 
commitments associated with financial liabilities as they fall due, The Modarabas approach to managing liquidity is to ensure, as far as 
possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring 
unacceptable losses or damage to the Modaraba's reputation. The following are the contractual maturifies of financial liabilifies, induding 
interest I profit payments: 

Non.derjyatiye financial liabilities 

30 June 2017 
Carrying 
amount 

Contractual 
cash flows 

6monthsor 
less 

6to12 
months 

lyearto2 
years 

2yearsto 
5 years 

Accrued profit 2,094,045 2,094,045 2,094,045 
Shorl term finances 201,634,754 202,794,126 202,794,126 
Creditors, accrued and other habilities 1,539,512 1,539,512 1,539,512 
Long term finances 50,000,002 59,120,516 19,867,762 19,815,570 19,437,184 

Total 255,268,313 265,548,199 226.295,445 19,815,570 19,437,184 

Non-derivative financial liabilities 

30 June 2016 
Carrying 
amount 

Contractual 
cash flows 

6monthsor 
less 

6to12 
months 

1 yearto2 
years 

2 years to 
5 years 

Rupees 

Accmed profit 6,438,136 6,438,136 6,438,136 
Shorl term finances 274,918,586 275,143,202 275,143,202 
Creditors, accrued and other liabilities 1,181,354 1,181,354 1,181,354 
Long term finances 151,666,668 168,990,166 

- 
90,166,793 19,786,644 59,036,729 

Total 434,204,744 451,752,858 372,929,485 19,786,644 59,036,729 

33.2.1 The contractual Cash flows relating to the above financial liabilities have been determined on the basis of mark-up 
/ profit rales effective as at year end (and includes both principal and profit payable thereon). 

33.3 Market risk 

Market risk is the risk that changes in market price such as foreign exchange rates, interest/ profit rates and equity 
prices will effect the Modaraba's income or the value of its holdings of financial instruments. 

33.3.1 Currency risk 

Currency risk is the risk that the fair value or future cash flow of a financial instrument will fluctuate because of 
changes in foreign exchange rates. Currency risk arises mainly from future commercial transactions or receivables 
and payables exist due to transactions in foreign currencies, Currently, the Modaraba do not have any receivables 
or payables thai exist due to transactions in foreign currencies which expose il to currency risk. 
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33.3.2 Interest I profit rate risk 

This represents the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in market interest I profit rates. 

The Modaraba's interest Iprofit rate risk arises from long term finances, short term finances, bank balances in 
saving accounts, net investment in ijarah finance, diminishing musharaka, murabaha investments and loans to 
employees. Long term finances and short term finances obtained, murabaha investments, diminishing musharaka 
and balances in saving accounts at variable rates expose the Modaraba to cash flow interest! profit rate risk. Long 
term loans to employees made at fixed rate expose the Modaraba to fair value interest / profit rate risk. 

At the balance sheel date the interest I profit rate profile of the Modaraba's interest bearing financial instruments 
was: 

2017 2016 
Fixed rate instruments Rupees Rupees 

Financial assets 

Loans to employees 1,556,881 2,601,317 
Floating rate instruments 

Financial assets 

Murabaha investments 31,457,351 147,362,871 
ljarah rentals receivable 69,947,032 81,817,794 
Bank balances 49,388,833 12,486,475 
Diminishing musharaka financing 36,596,274 56,670,885 
Net investment in ijarah finance 32,922,381 33,523,562 

Financial liabilities 

Long term finances (50,000,002) (151,666,668) 
Short term finances (201,634,754) (274,918,556) 

Fair value sensitivity analysis for fixed rate instruments 

The Modaraba does not account for any fixed rate financial assets and liabilities at fair value through profit or loss. 
Therefore, a change in interest / profit rate at the balance sheet date would not affect profit or loss of the 
Modaraba. 

Cash flow sensitivity analysis for variable rate instruments 

A change of 100 basis points in interest / profit rates at the reporting date would have increased I (decreased) the 
loss for the year by the amounts shown below. This analysis assumes that all other variables remain constant. 
The analysis is performed on the same basis for the year 2016. Following will be impact on the profit and loss 
account and the equity of the Modaraba: 

30June2017 30June2016 
100bps 100bps 

Increase Decrease Increase Decrease 
Rupees Rupees Rupees Rupees 

Floating rate financial assets 2,203,119 (2,203,119) 3,318,616 (3,318,616) 
Floating rate financial liabilities (2,516,349) 2,516,349 (4,265,854) 4,265,854 
Net effect (313,230) 313,230 (947,238) 947,238 
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The sensitivity analysis prepared is not necessarily indicative of the effects on loss for the year and assets / 
liabilities of the Modaraba. This analysis is prepared assuming the amounts of liabilities and assets outstanding at 
balance sheet dates were outstanding for the whole year. 

33.3.3 Other price risk 

Other price risk represents the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market prices (other than those arising from interest I profit rate risk or currency risk), 
whether those changes are caused by factors specific to the individual financial instrument or its issuer, or factors 
affecting all similar financial instrument traded in the market. The Modaraba is not exposed to commodity price risk 
and equity price risk. 

33.4 Financial instruments by categories 

Loans and receivablS 
2017 2016 

Financial assets as per balance sheet 
Rupees Rupees 

Bank balances 49,707,521 14,743,528 
ljarah rentals receivable 69,947,032 81817,794 
Other receivables 1503,788 1,166,343 
Accrued profit 388,493 487,183 
Murabaha investments 31,457,351 147,362871 
Net investment in ijarah finance 32,922,381 33,523,562 
Diminishing musharaka financing 36,596,274 56,670,888 
Long term loans and deposits 1,596,381 2,640,817 

224,119,221 338,412,986 

Liabilities at amortized cost 
2017 

Rupees 
2016 

Rupees 

Accrued profit payable 2,094,045 6,438,136 
Short term finances 201,634,754 274918,586 
Creditors, accrued and other liabilities 1,539,512 1,181,354 
Long term finances 50,000,002 151,666,668 

255,268,313 434,204,744 

34 RECOGNIZED FAIR VALUE MEASUREMENTS - FINANCIAL INSTRUMENTS 

Fair value hierarchy 

Certain financial assets and financial liabilities are not measured at fair value if the carrying amounts are a 
reasonable approximation of fair value. Due to short tern, nature, carrying amounts of certain financial assets and 
financial liabilities are considered to be the same as their fair value. For the majority of the non-current receivables, 
the fair values are also not significantly different to their carrying amounts. Judgements and estimates are made in 
determining the fair values of the financial instruments that are recognised and measured at fair value in these 
financial statements. To provide an indication about the reliability of the inputs used in determining fair value, the 
Modaraba classify its financial instruments into the following three levels. However, as at the reporting date , the 
Modaraba has no such type of financial instruments which are required to be grouped into these levels. These 
levels are explained as under. 
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Level 1: The fair value of financial instruments traded in active markets (such as publicly traded derivatives, and 
trading and available-for-sale secuties) is based on quoted market pces at the end of the reporting period. The 
quoted markel price used for financial assets held by the modaraba is the current bid price. These inslruments are 
included in level 1. 

Level 2: The fair value of financial instruments that are not traded in an active market (for example1  over-the-
counter derivatives) is determined using valuation techniques which maximise the use of observable market data 
and rely as little as possible on entity-specific estimates. If all significant inputs required to fair value an instrument 
are observable, the instrument is included in level 2. 

Level 3: If one or more of the significant inputs is not based on observable market data, the instrument is included 
in level 3. This is the case for unlisted equity securities. 

35 INFORMATION FOR ALL SNARES ISLAMIC INDEX SCREENING 

Description Note 

2017 2016 
Carried under Carried under 

Non-Sharlal, 
arrangements 

Shariah 
arrangements 

Non-Sharial, 
arrangements 

Shariah 
arrangements 

(Rupees) — 
35.1 Assets 

Loans and advances 

Short term murabaha investments - secured 4 - 19,216,842 96,334,293 
ljarah rentals receivable 6 - 69947,032 - 81,817,794 
Net investment in tarah finance 9 32,922,381 33523,562 
Diminishing musharaka financing - secured 10 - 36,596,274 56,670,888 
Long term murabaha investments - secured 11 - 46,808,839 - 84,197,908 
Loans to employees 12 1,556,881 2,601,317 

35.2 Deposits 

Long term deposits 12 39,500 - 39.500 

35.3 Bank balances 3 286,814 49,420,707 1,751,658 12,991,870 

35,4 Liabilities 

Loan and advances 

Security deposits against ijarah assets 19 - 176,582,872 - 261,723,821 
Long term financing 20 50,000,002 - 151,666,668 
Short term borrowings 16 201,634,754 - 249,918,586 25,000,000 
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operations 
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35.5 Sources of other income 

Documentation charges 
Service charges 

Gain on disposal of fixed assets - own use 

35.6 The whole revenue of the Modaraba is earned from dealing islamic mode of financing. 

35.7 Relationship with banks 

2017 2016 
Rupees Rupees 

203,251 
97,018 126,828 

1,503,510 
97,018 1,833,589 

Al-Baraka Bank (Pakistan) Limited 
Allied Bank Limited 
Bank Al Habib Limited 
Bank Alfalah Limited 
Bank lslami Pakistan Limited 
First Women Bank Limited 
Habib Bank Limited 
MCB Bank Limited 
National Bank of Pakistan 
MCB Bank Limited (fomerly NIB Bank Limited) 
The Bank of Punjab 
United Bank Limited 

36 BALANCES AND TRANSACTIONS WITH RELATED PARTIES 

Related parties comprise of associated companies, modaraba management company and its ho!ding undertaking, directors of 
the Modaraba management company and key management personnel. Detail of transactions with related parties and balances 
outstanding with them at the year end are as follows: 

36.1 Balances outstanding at the year end 

Accounts with National Bank of Pakistan 
Finances from National Bank of Pakistan 
ljarah rental receivables from National Bank of Pakistan 

36.2 Transactions during the year 

Related party Relationship Nature of Transaction 

2017 2016 
Rupees Rupees 

295,938 2,512,948 
251,634,756 333,251,920 

V 

V 

V 

National Bank of Modaraba 
Pakistan Management 

Company's 
holding 

company 

Remuneration to key management personnel 

Long term finance obtained 
Long term finance repaid 
Short term finance - net 
ljarah disbursed 
ljarah rentals received 
MacIc up paid 

- 100,000,000 
33,333,332 46,991,637 
48,283,832 134,342,887 

- 18,450,000 
12,586,443 20,639,112 
22,348,749 7,386,467 

4,929,638 4,416,571 
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Chief Executive Officer Director Director National Bank Modaraba National Bank Modaraba ational Bank Modaraba Management Company Limited Management Company Limited M .nagement Company Limited 
Lahore: October 05. 2017 
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37 SEGMENT INFORMATION 

As per IFRS 8, operating segments are reported in a manner consistent with the internal reporting used by the chief operating 
decision-maker. The Managing director of the Modaraba has been identified as the chief operating decision-maker who is 
responsible for attocating resources and assessing performance of the operating segments. 

The Managing director is responsible for the Modaraba's entire product portfotio and considers the business to have a singte 
operating segment. The Modarabas asset allocation decisions are based on a singte integrated investment strategy and the 
Modaraba's performance is evaluated on an overatt basis. 

The internat reporting provided to the Managing director for the Modaraba's assets, liabilities and performance is prepared on a 
consistent basis with the measurement and recognition principtes of approved accounting standards as appticable in Pakistan. 

The Modaraba is domiciled in Pakistan. All of the Modaraba's income is from investment in entities incorporated in Pakistan. 

The Modaraba also has a diversified certificate holder population. As at 30 June 2017, there was only one (30 June 2016: one) 
certificate holder (National bank of Pakistan - the holding company of the Modaraba Management Company) who held more 
than 10% of the Modaraba's certificate capital. Its holding was 30% (30 June 2016: 30%). 

38 DATE OF AUTHORIZATION FOR ISSUE 

These financial statements have been have been approved by the Board of Directors of National Bank Modaraba Management 
Company Limited and authorized for issue on October 05, 2017. 

39 CORRESpONDING FIGURES 

Corresponding figures have been rearranged and reclassified, wherever necessary, for the purpose of compadson. However, 
no significant reclassification has been made in these financial statements. 

40 GENERAL 

Figures have been rounded off to the nearest rupee. 
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PATTERN OF CERTIFICATE HOLDING 
AS ON JUNE 30, 2017 

Number of Shareholdlrigs To Total Number of Percentage of 

100 2,746 0.01 
101 500 165022 0.66 
501 - 1000 193, 58 1 077 

1001 - 5000 648.449 2,59 
5001 10000 751,296 3.01 

10001 - 15000 339, 500 1.36 
15001 - 20000 295 39 1 1.18 
20001 25000 578,990 2.32 
25001 30000 380. 000 1.52 
30001 - 35000 93, 400 0.37 
35001 - 40000 272 .000 1.09 
40001 - 45000 129,500 0.52 
45001 - 50000 338,990 1.36 
50001 - 55000 158, 772 0.64 
55001- 60000 56,000 0.22 
60001- 65000 61,500 0.25 
65001 70000 66,500 0.27 
75001. 80000 75. 995 0.30 
85001 - 90000 178,500 0.71 
90001 - 95000 93, 000 0.37 
95001 - 100000 800,000 3.20 

105001 110000 108,500 0.43 
115001 - 120000 115,500 0.46 
120001 - 125000 122,002 0.49 
130001 - I 3 5000 132,500 0.53 
145001 - 150000 150,000 0.60 
155001 160000 159 .800 0.64 
160001 - 165000 162,500 0.65 
165001 - 170000 168,000 0.67 
180001 - 185000 181 .500 0.73 
195001 200000 400,000 1,60 
205001 210000 416,966 1.67 
240001 245000 242, 002 0.97 
250001 - 255000 255,000 1.02 
265001 - 270000 266,600 1.07 
270001 - 275000 273,998 1,10 
295001 - 300000 600,000 2.40 
405001 - 410000 819. 500 3.28 
590001. 595000 590,500 2.36 

1280001 - 1285000 1,281,500 5.13 

1495001 - 1500000 1,500,00 6.00 
1670001 - 1875000 1,874,500 7.50 

1995001 2000000 2, 000 .000 8.00 
7495001 - 7500000 7,500,000 30.00 

1,085 25,000,000 100.00  
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CATEGORIES OF CERTIFICATE HOLDERS 
AS ON JUNE 30, 2017 

First National Bank Modaraba 

Categories of Share Holders 
As on: June 30, 2017 

Page #:1 oil 

P Oate:18-Sep-201 7 
S Type:Complete 

Ser # Code Category No. of 
Shareholder 

Shares 
Held 

Percentage 
of Total 
Capital 

1 1 Individuals 1,074 16,674,001 66.6960 

2 4 Joint Stock Companies 7 202,101 08084 

3 9 Modaraba Management Cos 7,500,000 30.0000 

4 10 Funds 300,000 1.2000 

5 24 Others 2 323,898 1.2956 

ITOTAL: 1,085 25,000,000 ioo.0000l 
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Category 

Individuals 

Joint Stock Companies 

CATEGORIES DETAILS 
AS ON JUNE 30, 2017 

Numbers of Certificates 

  

1 MAPLE LEAF CAPITAL LIMITED 1 
2 MUHAMMAD AHMED NADEEM SECURITIES (SMC. 100 

PVT) LIMITED 
3 DOSSLANIS SECURITIES (PVT) LIMITED 500 
4 AL-HAQ SECURITIES (PVT) LTD. 500 
5 AMZ SECURITIES (PVT) LIMITED 500 
6 FIKREES (SMC-PVT) LTD. 500 
7 SALIM SOZER SECURITIES (PVI.) LTD. 200000 

Modaraba Management Cos 

1 NATIONAL BANK MODARBA MANAGEMENT 7500000 
COMPANY LIMITED 

Funds 

1 TRUSTEES D.G, KHAN CEMENT CO. LTD. EMP. RF 300,000 

Others 

1 TRUSTEES ALOO & MINOCHER DINSHAW 49,900 
2 TEACHERS RESOURCE CENTRE 273,998 

Certificate Holding of 5% and above 

NATIONAL BANK MODARABA, MANAGEMENT COMPANY LIMITED 7500,000 
SHAKEELARSHAD 1,874,500 
DURAIN CASSIM 1,500,000 
DINAZ CASSIM 2,000,000 
FIROZUDDIN CASSIM 1,281,500 
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CORPORATE INFORMATION 

Board of Directors 

HR & Remuneration 
Committee 

Mr. Muhammad lmran Malik* 
RehmatAli Hasnie 
Syed Jamal Baquar 
Khawaja Waheed Raza 
Mr. Jamal Nasim 
Mr. Muhammad lqbal Hussain 
Mr. Abbas Azam 

Mufti Ehsan WaquarAhmed 

Mr. All Abbass Company 

Mr Jamal Nasim 
Khawaja Waheed Raza 

Khawaja Wa heed Raza 
Mr. Muhammad lqbal Hussain  

Chairman 
Director 
Director 
Director 
Director 
Director 
CEO 

Chairman 
Member 

Chairman 
Member 

Shari'ah Advisor 

Chief Financial Officer! 
Secretary 

Audit Committee 

HORWATH HUSSAIN CHAUDHURY & CO. 
Chartered Accountants 

National Bank of Pakistan 
Bank Alfalah Limited 
Al Baraka Islamic Bank 
Habib Bank Limited 
MCB Bank Limited 
First Women Bank Limited 
Bank Islami Pakistan Limited United 
Bank Limited 

Cornelius Lane & Mufti 
Advocates and Solicitors 
Nawa-i-Waqt House 
4- Shahrah-e-Fatima Jinnah, Lahore Tel.: 
36360824, Fax: 36303301 

Hameed Majeed Associates (Pvt.) Limited 
H. M. House, 7-Bank Square, Lahore 
Tel: 37235081-2, Fax: 37358817 

Ground Floor, NBP RHQs Building, 
26 - McLagon Road, Lahore 
Tel: 042-99211200, Fax: 042-99213247 
URL: http://www.nbmodaraba.com  
E-mail: info@nbmodaraba.com  

Auditors 

Bankers 

Legal Advisor 

Shares Registrar 

Registered Office 

Just before the year end Mr. AamirAmin has resigned from the Directorship. Mr. Muhammad lmran Malik was nominated by 
NBP as new Director, subject to the approval of the Registrar. Approval of Registrar in this regard was subsequently received. 
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NOTICE OF 15TH ANNUAL REVIEW MEETING & BOOK CLOSURE 

Notice is hereby given that the 15th  Annual Review Meeting of certificate holders of First National 
Bank Modaraba will be held on Monday, October 29, 2018 at 11:00a.m. at 4th  Floor, NBP RHQs 
Building, 26 — McLagon Road, Lahore to review the performance of the Modaraba for the year 
ended June 30, 2018. 

The Certificate Transfer Book will remain closed from October 23, 2018 to October 29, 2018 (both 
days inclusive) forthe purpose of eligibility to attend theAnnual Review Meeting. 

The certificate holders whose names appear on the Register of Certificate Holders of First National 
Bank Modaraba at the close of business as on October 22,2018 will be eligible to attend theAnnual 
Review Meeting. All transfers received in order, up to the close of business on October 22,2018 at 
our Registrar's Office, Hameed Majeed Associates (Pvt.) Limited, H.M House, 7 — Bank Square, 
Lahore will be considered in time. 

By order of the Board 

All Abbass 
Company Secretary 
National Bank Modaraba Management Company Limited 
Managers of First National Bank Modaraba 
Lahore: October 02, 2018 

03 



  

Annual Report 2018 

Vision: 

To offer Shariah complaint Islamic Financial Products in 
the financial market so as to achieve optimum customer satisfaction 

and develop sustainable business relationships. 

Mission: 

Promote an Islamic Financial Institution where values of 

management excellence, professionalism, human resource 
development are promoted such that interests of all 

stakeholders are safeguarded. 
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Annual Shari'ah Advisor's Report 

I have conducted the Shari'ah review of First National Bank Modaraba managed by National Bank Modaraba 

Management Company Limited (NBMMCL), a wholly owned subsidiary of National Bank of Pakistan for the financial 

year ended June 30, 2018 in accordance with the requirements of the Shari'ah Compliance and Sharrah Audit 

Mechanism for Modarabas and report that except the observations as reported hereunder! in my opinion: 

The Modaraba has introduced a mechanism for Shari'ah compliance and the systems, procedures and 

policies adopted by the Modaraba are in line with the Shari'ah principles; 

ii. No significant developments took place during the year. 
iii. The financing agreement(s) entered into by the Modaraba are Shari'ah compliant and the financing 

agreement(s) have been executed on the formats as approved by the Religious Board and all the related conditions 
have been met; 

iv. To the best of my information and according to the explanations given to me, the business transactions 

undertaken by the Modaraba and all other matters incidental thereto are in conformity with the Shari'ah requirements 

as well as the requirements of the Prospectus, Islamic Financial Accounting Standards as applicable in Pakistan and 

the Shariah Compliance and Shariah Audit Regulations for Modarabas 

v. Profit sharing ratios, profits and charging of losses (if any) relating to any deposit raising product conform 

to the basis and principles of Sharrah. 

vi. The earnings that have been realized from the sources or by means prohibited by Shari'ah have been 

credited to charity accounts. 

Observation(s) 

During my review! it has been observed that: 

i. FNBM is maintaining bank accounts with conventional Bank. 

ii. Financing from conventional Bank(s) have been secured. 
Hi. No training was conducted for the staff 

Recommendation(s) 
Following are some recommendation: 

FNBM must maintain account(s) in Islamic Banks/Islamic Windows of Conventional Banks only. 
H. Matter arising from previous report that alt credit lines with conventional banks were instructed to be replaced 
with Islamic Banking facilities. It is still outstanding and the management needs to resolve this at the earlies. 

Conclusion 
Based on the above-mentioned fact, lam of the view that the business operations of First National Bank Modaraba are 
Shariah compliant up to the best of my knowledge. 

Signature 

a 
Mufti Ehsan Waquar 
Shari'ah Advisor 
Dated: September 18, 2018 
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DIRECTORS' REPORT 
Board of Directors of National Bank Modaraba Management Company Limited (NBMMCL), the 
management Company of First National Bank Modaraba (FNBM), is pleased to present the directors report 
on the 15th  annual accounts of FNBM for the period ended June 30, 2018. These accounts have been 
audited by the statutory auditors of the Modaraba and are accompanied by their audit report. 

Financial Results: 

(Amounts in Rupees) 

Year Ended 
June30,2013 

Year Ended 
June3O,2017 

Year Ended 
June3O,2016 

Year Ended 
June30,2015 

Year Ended 
June30,2014 

Year Ended 
June30,2013 

Balance Sheet Size 356,066321 508,478,472 841306,270 1,248349,011 1,692,658,474 2,003,442,328 

Total Equity 8,154,162 16,333,070 87692,752 141,525,254 263,701,324 297,913,401 

Total Operating & 
Other Income 

85367,807 179,801,462 314,368,924 451,401,503 558,123,884 567,094,855 

Operating & 
Financial Exp. 

86.075,547 163,231,481 302,048,194 460,444,217 592,335,961 583,957,399 

Loss for the period (8,178,908) (71.359,682) (53,832,502) (122,176,070) (34,212,077) (16,862,544) 

Modaraba Co.'s 
Management Fee 

Nil Nil Nil Nil Nil Nil 

Net profit after tax (8.178,908) (71,359,682) (53.832,502) (122,176,070) (34,212,077) (16,862,544) 

Earning per 
certificate (Rs.) (0.33) (2.85) (2.15) (4.89) (1.37) (0.67) 

Return on Assets 
(%) (2.30) (13.9) (6.39) (9.76) (2.01) (0.83) 

Return on Equity 
(%) 

(101) (436.9) (61.52) (87.14) (12.92) (5.65) 

Dividend Paid (%) Nil Nil Nil Nil Nil Nil 

Breakup value per 
certificate (Rs.) 

.33 0.64 3.52 5.64 10.52 11.88 

Sector Outlook: 

The economy during 2017-2018 was marked with decreasing exports and increasing current account 
deficit that has reached its record low levels. Perhaps it was the consequence of heavy imports of 
capital goods for large infrastructural projects being undertaken particularly under the CPEC. Moreover 
the business activity in general did not pick up as it was the election year leading up to the general 
elections of July 2018. The investors, expecting a change of regime, have preferred to sit on the fence 
and wait for the stability in Govt's economic policies to come about. The stock market accordingly 
remained range bound. The energy shortages were although reduced considerably, however its cost 
did not appear to have suited many industrial setups. By the end of the year the rising instability in the 
foreign exchange rates amid the upcoming installments of Country's foreign debt, further aggravated 
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the uncertainty lurking in the economy. The situation is expected to stabilize once the new Govt. comes 
up with its definitive economic reform policies. 

Financial sector, including the Modaraba sector, remained more or less steady, and under the prevailing 
economic conditions any notable recoveries form NPLs did not materialize. The sustainable performance of 
the sector would, however, depend on the growth of overall economy and rehabilitation of those industrial 
units where most of the sector's investments have been stuck up. Islamic financing is evolving continuously 
and gaining more and more ground each year. Hence financial Modarabas can also prosper by developing 
their own niche markets through innovation, technology and product development. 
Goinq Concern Assumption  

The Board, as a policy, ensured that the charge of provisioning on non-performing portfolio is in line with 
existing regulations. The deterioration of the quality of assets, comprising mainly of exposures in the textile 
sector booked long ago, attracted substantial provisions. In order to keep provisions at the stipulated level 
the Modaraba has therefore been incurring losses for last six years. 

Due to losses, the Board of Directors of the parent bank, National Bank of Pakistan (NBP) on 21 April 2017 
authorized the Management Company to explore various appropriate options for the cessation of the 
operations of the Modaraba and management company. The Board of the company presented an 
evaluation in this respect and based on which NBP Board in June 22, 2018 revised and reversed its earlier 
decision, and resolved that FNBM should be recapitalized with Rs.300 million at Rs.10 per certificate to 
enhance its paid up capital. For this an application is being filed with SECP seeking its approval for issuance 
of 30 million certificates at par, other than right issue, directly to NBP. 

These financial statements have been prepared on going concern basis of accounting. Last year they were 
prepared on non-going concern basis. This year external auditors have only included an 'emphasis of 
matter paragraph" in their audit report on going concern ability of FNBM on the basis of difference in current 
assets and liabilities, the mitigating factors are fully explained in note 1.2 to the financial statements. 

Review of Operations: 

During the period under review, the management remained focused only on recovery from non-
performing portfolio. Several recovery suits that were earlier initiated against defaulter parties were 
decreed in FNBM's favor by the relevant Banking Courts, and their execution proceedings were 
underway. Some cash settlements with defaulter parties were also made. The regular portfolio 
performed well and generated income consistently. 

The balance sheet size shrunk from Rs.508 million in the corresponding year to Rs.356 million this 
year. The Income from credit portfolio as well as the finance cost declined proportionately. Despite 
general inflation the operating expenses were kept under control and remained around Rs.15 Million 
which is almost same as last year. However the operating profit when coupled with a net charge of 
further provisioning / impairment amounting on account of reduction in the impact of FSVs of collaterals 
held against some old classified accounts, resulted in a net loss of Rs.8.1 million The loss per certificate 
accordingly remained at Rs.0.33 as against Rs.2.85 in the corresponding year. 

FNBM ensures conformity with the Shariah compliance and Shariah audit mechanism for Modarabas. 
In this respect Sharia'h Advisor's report is attached. The amounts advised by the Sharia'h advisor to be 
paid as charity, has been credited to the charity account. During the year, an amount of Rs.O.4 Million 

was paid as charity to approved charitable institutions as per policy approved by the boardof directors. 
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Profit Distribution 

Board in its meeting held on October, 02 2018 did not declare any dividends due to the aforementioned 
reasons. 

Future Outlook: 

Following the injection of fresh equity and improving on the past experience, the new business activity 
is planned to be focused mainly on small ticket financing of consumer/ commercial vehicles and 
standalone machinery/equipment to small and medium size enterprises. 

The returns on new financing, coupled with recoveries from existing non-performing classified portfolio, 
are expected to enable FNBM to start paying dividends regularly in few years. 

Corporate and Financial Reportinq Framework: 

• The financial statements, prepared by the management of the Modaraba, present fairly its state of 
affairs, the result of its operations, cash flows and changes in equity. 

Proper books of accounts of the Modaraba have been maintained. 

• Accounting policies have been applied consistently, unless otherwise stated in financial 
statements, in preparation of financial statements and accounting estimates are based on 
reasonable and prudent judgment. 

• International Financial Reporting Standards, International accounting standards, and Islamic 
Financial Accounting Standards as applicable to Modarabas in Pakistan, have been followed in 
preparation of financial statements. 

• The system of internal control, which is sound in design is in place and is being continuously 
reviewed by internal audit. The process of review will continue and any weakness in controls will be 
removed. 

• Board is of the view that Modaraba will be able to continue as going concern. 

• There has been no material departure from the best practices of corporate governance as detailed 
in the listing regulations except for those specifically menUoned in the statement of compliance with 
the CCG. 

• There are no statutory payments on account of taxes, duties, levies and charges, which are 
outstanding as on June 30, 2018 except those disclosed in the financial statements. 

• During the year ended June 30, 2018 six (06), meetings of the Board of Directors were held. 
Besides (04) four Audit committee and One (01) HR Committee meetings were also held. 
Attendance by each directors is as follows: 
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Name 
No. of Attendance 

Board 
Audit 

Committee 
HR 

Committee 

i. RehmatAfl Hasnie 5 N/A N/A 

H. Syed Jamal Baquar 1 N/A N/A 

Hi. Syed Hasan Irtiza Kazmi 1 N/A N/A 

iv. Khawaja Waheed Raza 6 4 1 

v. Mr. Jamal Nasim 6 4 N/A 

vi. Mr. Muhammad lqbal Hussain 6 N/A 1 

vH. Mr.AamirAmin 6 4 1 

viH. Mr. Abbas Azam 6 N/A N/A 

Mr. Aamir Amin resigned just before the year end. creating casual vacancy in the Audit and HR committee's of the 
board, which would accordingly be filled. 

Mr. Muhammad lmran Malik was appointed as NBP's nominee director just before the year end, while approval of 
the appointment from SECP came after the year end. Leave of absence was granted to directors who could not 
attend some of the Board meetings. The remuneration of the CEO and meeting fee of the non-executive members 
of the board of directors are paid by the management company, NBMMCL. 

The pattern of certificate holders is annexed. 

1. Auditors:  

The retiring auditors M/s. Horwath Hussain Chaudhry & Co Chartered Accountants, who replaced MIs Riaz Ahmed 
& Co Chartered Accountants during the year upon approval of SECP, have given their consent to act as auditors 
for the year ending June 30, 2019.Their appointment has been confirmed by the Board, subject to approval by 
the Registrar Modaraba Companies and Modarabas SECR 

2. Acknowledqement:  

The Board would like to take this opportunity of expressing gratitude and thanks to our valued certificate holders their 
patronage and support, the Securities and Exchange Commission of Pakistan, Pakistan Stock Exchange, and 
NBFI & Modaraba Association of Pakistan for their continued support and guidance. 

For and on Behalf of the Board 

Chief Executive Officer 
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Statement of Compliance with Listed Companies 
(Code of Corporate Governance) Regulations, 2017 

The company has complied with the requirements of the Regulations in the following manner: 

The total numberof directors are seven as perthe following: 
a. Male: Seven 
b. Female: Nil 

2. The composition of board is as follows: 
a) Independent Directors: Three 
b) Other Non-executive Director: Three 
c) Executive Directors: One 

3. The directors have confirmed that none of them is serving as a director on more than five listed Companies, including this 

company (excluding the listed subsidiaries of listed holding companies where applicable). 

4. The company has prepared a Code of Conduct and has ensured that appropriate steps have been taken to disseminate it 
throughout the company along with its supporting policies and procedures. 

5. The board has developed a vision/mission statement, overall corporate strategy and significant policies of the company. A 
complete record of particulars of significant policies along with the dates on whch they were approved or amended has 

been maintained. 

6. All the powers of the board have been duly exercised and decisions on relevant mailers have been taken by board/ 

shareholders as empowered by the relevant provisions of theActand these Regulations. 

7. The meetings of the board were presided over by the Chairman and, in his absence, by a director elected by the board for 
this purpose. The board has complied with the requirements ofActand the Regulationswith respect to frequency, recording 

and circulating minutes of meeting of board. 

8. The board of directors have a formal policy and transparent procedures for remuneration of directors in accordance with the 
Act and these Regulations. 

9. The Board has not yet arranged Directors' Training program for the directors as some of the directors had already obtained 

the relevant training orare exempt underthe regulations. 

10. The board has approved appointment of CFO, Company Secretary and Head of InternalAudit, including their remuneration 
and terms and conditions of employment and complied with relevant requirements of the Regulations. 

11. CFO and CEO duly endorsed the financial statements before approval of the board. 

12. The board has formed committees comprising of members given below: 

a) Audit Committee (Mr. Jamal Nasim Chairman and Mr. Khawaja Waheed Raza member) 
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b) HR and Remuneration Committee (Mr. Khawaja Waheed Raza Chairman and Mr. Muhammad Iqbal 
Hussain member) 

c) Nomination Committee (not applicable) 
d) Risk Management Committee (Mr. Khawaja Waheed Raza Chairman, Mr. Muhammad lqbal Hussain, 

member, Mr. Jamal Nasim member) 

13. The terms of reference of the aforesaid committees have been formed, documented and advised to the committee for 
compliance. 

14. Thefrequency of meetings (quarterly/half yearly/ yearly) of the committee were as perfollowing: 
a) AuditCommittee: quarterly 
b) HR and Remuneration Committee: yearly 
c) Nomination Committee (notapplicable) 
d) Risk Management Committee: quarterly 

15. The board has set up an effective internal audit function. 

16. The statutory auditors of the company have confirmed that they have been given a satisfactory rating under the quality 
control review program of the ICAP and registered withAudit Oversight Board of Pakistan, that they or anyof the partners of 
the firm, their spouses and minor children do not hold shares of the company and that the firm and all its partners are in 
compliance with International Federation ofAccountants (IFAC) guidelines on code of ethics as adopted by the CAP 

17. The statutory auditors or the persons associated with them have not been appointed to provide other services except in 
accordance with the Act, these regulations or any other regulatory requirement and the auditors have confirmed that they 
have observed IFAC guidelines in this regard. 

18. Chief Financial Officer (CFO) of the Modaraba does not meet the qualification criteria as required by the clause 23. A 
qualified person, fulfilling CCC critehon shall be deployed by 31/11/18. 

19. The positions of Company Secretary and the CFO shall be segregated to meet CCG's requirements by 31/11/18. 

20. We confirm that all other requirements of the Regulations have been complied with. 

Signature (s) 
Chairman 
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Review Report on the Statement of Compliance contained in Listed Companies 
(Code of Corporate Governance) Regulations, 2017 

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate 
Governance) Regulations, 2017 (the Regulations) prepared by the Board of Directors of National Bank 
Modaraba Management Company Limited (the Management Company) for and on behalf of First National 
Bank Modaraba (the Modaraba) for the year ended June 30, 2018 in accordance with the requirements of 
regulation 40 of the Regulations. 

The responsibility for compliance with the Regulations is that of the Board of Directors of the Company. Our 
responsibility is to review whether the Statement of Compliance reflects the status of the Company's 
compliance with the provisions of the Regulations and report if it does not and to highlight any non-compliance 
with the requirements of the Regulations. A review is limited primarily to inquiries of the Company's personnel 
and review of various documents prepared by the Company to comply with the Regulations. 

As a part of our audit of the financial statements, we are required to obtain an understanding of the accounting 
and internal control systems sufficient to plan the audit and develop an effective audit approach. We are not 
required to consider whether the Board of Directors' statement on internal control covers all risks and controls 
or to form an opinion on the effectiveness of such internal controls, the Company's corporate govemance 
procedures and risks. 

The Regulations require the Company to place before the Audit Committee, and upon recommendation of the 
Audit Committee, place before the Board of Directors for their review and approval, its related party 
transactions and also ensure compliance with the requirements of section 208 of the Companies Act, 2017. 
We are only required and have ensured compliance of this requirement to the extent of the approval of the 
related party transactions by the Board of Directors upon recommendation of the Audit Committee. We have 
not carried out procedures to assess and determine the Company's process for identification of related parties 
and that whether the related party transactions were undertaken at arm's length price or not. 

Based on our review nothing has come to our attention, which causes us to believe that the Statement of 
Compliance does not appropriately reflect the Company's compliance, in all material respects, with the 
Regulations as applicable to the Company for the year ended June 30, 2018, 

Further, we highlight below instances of non-compliance with the requirements of the Regulations as reflected 
in the paragraph reference where these are stated in the Statement of Compliance: 

Serial Note 
No. Reference 

1 18 

2 19 

Description 

The CFO of the Modaraba does not hold the minimum qualification criteria as 
required by the Code of Corporate Governance. 

The Chief Financial Officer and Company Secretary of the Modaraba is the same 
the person. 

Lahore HORWATH KUSSAIN CHAUDHURY & CO. 
Dated: October 02, 2018 Chartered Accountants 
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AUDITORS' REPORT TO THE CERTIFICATE HOLDERS 

We have audited the annexed balance sheet of First National Bank Modaraba ("the Modaraba") as at 
June 30,2018 and the related profit and loss account, statement of comprehensive income, cash flow statement and statement 
of changes in equity together with the notes forming part thereof (hereinafter referred to as the financial statements), for the year 
then ended and we state that we have obtained all the information and explanations which, to the best of our knowledge and 
belief, were necessary for the purposes of our audit. 

These financial statements are the Modaraba Company's (National Bank Modaraba Management Company Limited) 
responsibility who is also responsible to establish and maintain a system of intemal control, and prepare and present the above 
said statements in conformity with the approved accounting standards as applicable in Pakistan and the requirements of the 
Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 (XXXI of 1950) and the Modaraba Companies 
and Modaraba Rules, 1981. Our responsibility is to express an opinion on these statements based on our audit. 

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards require that we 
ptan and perform the audit to obtain reasonable assurance about whether the financial statements are free of any matedal 
misstatement. An audit includes examining on a test basis; evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting policies and significant estimates made bythe Modaraba Company, 
as well as, evaluating the overall presentation of the financial statements. We believe that our audit provides a reasonable basis 
for our opinion and, after due verification, we report that: 

a) in our opinion, proper books of accounts have been kept by the Modaraba Company in respect of the Modaraba as 
required by the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 (XXXI of 1980) and the 
Modaraba Companies and Modaraba Rules, 1981; 

b) inouropinion; 

(i) the balance sheet and profit and loss account together with the notes thereon have been drawn up in 
conformity with the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 (XXXI of 
1980) and the Modaraba Companies and Modaraba Rules, 1981, and are in agreement with the books of 
accounts and are further in accordance with the accounting policies consistently applied; 

(ii) the expenditure incurred during the year was for the purpose of the Modaraba's business; and 

(iii) the business conducted, investments made and the expenditure incurred during the yearwere in accordance 
with the objects, terms and conditions of the Modaraba; 

c) in our opinion and to the best of our information and according to the explanations given to us, the balance sheet, profit 
and loss account, statement of comprehensive income, cash flow statement and statement of changes in equity 
together with the notes forming part thereof conform with approved accounting standards as applicable in Pakistan, 
and, give the information required by the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 
1980 (XXXI of 1980) and the Modaraba Companies and Modaraba Rules, 1981, in the manner so required and 
respectively give a true and fair view of the state of the Modarabas affairs as at June 30, 2018 and of the loss, 
comprehensive loss, its cash flows and changes in equity for the year then ended; and 

d) In our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980), was deducted by 
the Modaraba and deposited in the Central Zakat Fund established under Section 7 of that Ordinance. 

We draw attention to Note 1.2 in the financial statements, which indicates that the Modaraba incurred a net loss of Rs 8.189 
million during the year ended June 30,2018, and as of that date the Modaraba's current liabilities exceeded its current assets by 
Rs. 122.871 million. As stated in Note 1.2, a material uncertainty exists that may cast significant doubt on the Modaraba's ability 
to continue as a going concern. Our opinion is not qualified in respect of this matter. 

LJLS.ACQ. 
HORWATH HUSSAIN CHAUDHURY Aco. 

LAHORE Chartered Accountants 
Dated: October 02, 2018 (Engagement Partner: Amin Au) 
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Director 
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Management Company Limited 

Director 
Npflonai Bank Modaraba 

Management Company Limited 

chief Financial Officer 
National Bank Modaraba 

Management company Limited Lahore: October 02, 2018 
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BALANCE SHEET 
AS AT JUNE 30, 2018 

2018 2017 
Note Rupees Rupees 

ASSETS 
CURRENT ASSETS 

Cash and bank balances 
Short term murabaha investments - secured 
Accrued profit 
Short term investments 
ljarah rentals receivable 
Advances, prepayments and other receivables 
Current portion of non current assets 

NON-CURRENT ASSETS 

Net investment in ijarah finance 
Diminishing musharaka financing - secured 
Long term murabaha investments - secured 
Long term loans and deposits 
Intangible asset 
Fixed assets under ijarah arrangements 
Fixed assets - own use 
Deferred tax asset 

TOTAL ASSETS 

LIABILITIES 

CURRENT LIABILITIES 
Accrued profit 
Deferred murabaha income 
Short term finances - secured 
Creditors, accrued and other liabilities 
Current portion of non-current liabilities 

NON-CURRENT LIABILITIES 

Security deposits against ijarah assets 
Long term finance - secured 
Deferred murabaha income 

TOTAL LIABILITIES 

NET ASSETS 

FINANCED BY: 

Certificate capital 
Statutory reserves 
Accumulated loss 

CONTINGENCIES AND COMMITMENTS 

TOTAL EQUITY AND RESERVES 

The annexed noles from 1 to 42 form an integral part of these financial statements. 
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PROFIT AND LOSS ACCOUNT 
FOR THE YEAR ENDED JUNE 30, 2018 

2018 2017 
Note Rupees Rupees 

INCOME FROM OPERATIONS 

ljarah rentals earned / income from ijarah finance 61,957,831 169,679,959 
Profit on diminishing musharaka financing 1,962,269 4,269,226 
Profit on murabaha investments 169,780 255,086 
Profit on bank deposits 944,994 974,792 
Gain on disposal of ijarah assets 936,127 4,525,381 
Profit on short term investment 1,923,820 

67,894,821 179,704,444 
OTHER INCOME 

Reversal of provision charged for doubtful receivables - net 32 8,055,717 
Other income 29 79,929 97,018 

8,135,646 97,018 

TOTAL INCOME 76,030,467 179,801,462 

EXPENSES 

Depreciation on ijarah assets 18 (40,280,305) (124,356,047) 
Operating expenses 30 (15,551,096) (15,175,035) 
Finance cost 31 (15,986,550) (23,700,399) 

TOTAL EXPENSES (71,817,951) (163,231,481) 

Operating profit before provision and taxation 4,212,516 16,569,981 

Provision charged for doubtful receivables - net 32 (86,033,497) 
Impairment loss on ijarah assets - net 18 (12,401,104) (1,896,166) 

(8,188,588) (71,359,682) 
Modaraba Company's management fee 33 - 

Loss before Taxation (8,188,588) (71,359,682) 

Taxation 34 

Net Loss for the Year (8,188,588) (71,359,682) 

LOSS PER CERTIFICATE - BASIC AND DILUTED 35 (0.33) (2.85) 

The annexed notes from 1 to 42 form an integral part of these financial statements. 
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Lahore: October 02, 2018 

chtef Executive Officer Director "L7,/ Director chtef Financial Officer 
National Bank Modaraba National Bank Modaraba N,ationat Bank Modaraba National Bank Modaraba 

Management company Limited Management company Limited Management Company Limited Management company Limited 
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STATEMENT OF COMPREHENSIVE INCOME 
FOR THE YEAR ENDED JUNE 30, 2018 

2018 2017 
Rupees Rupees 

Net Loss for the Year (8,188588) (71359,682) 

Other comprehensive income I (loss) for the year 

Total Comprehensive Loss for the Year (8,188,588) (71,359,682) 

The annexed notes from ito 42 form an integral part of these financial statements. 

Lahore: October 02. 2018 

Chief Executive Officer Director "L/./'Dlrector Chief Financial Officer 
Natronal Bank Modaraba Nationai Bank Modaraba N,alionai Bank Modaraba Nationai Bank Modaraba 

Management Company L,m,ted Management Company Limited Management Company Limited Management Company Limited 
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CASH FLOW STATEMENT 
FOR THE YEAR ENDED JUNE 30, 2018 

2018 
Rupees 

2017 
Rupees 

(Restated) 

CASH FLOWS FROM OPERATING ACTIVITIES 36 55,563,832 225 190 278 

Finance cost paid (15,515,847) (28,044489) 
Income taxes paid (108,504) (1,131,327) 
Profit received on bank deposits 944,994 974,792 
Long term loans and deposits - net 698,384 1,044,436 

Net Cash Generated from Operating Activities 41,582,859 198,033,690 

CASH FLOWS FROM INVESTING ACTIVITIES 

Fixed assets - own use acquired (60,500) 
Short term investments acquired (30,895,000) 
Proceeds from disposal of net investment in ijarah finance 19,023,150 
Proceeds from disposal of ijarah assets 6,879,533 11,882,242 

Net Cash (Used in) I Generated from Investing Activities (5,052,817) 11,882,242 

CASH FLOWS FROM FINANCING ACTIVITIES 

Short term finances - net 15,428,634 (73,283,832) 
Dividend paid to certificate holders (12,406) (1,440) 
Long term finances - repaid (50,000,002) (101,666,667) 

Net Cash Used in Financing Activities (34,583,774) (174,951,939) 

Net Increase in Cash and Cash Equivalents 1,946,268 34,963,993 

Cash and cash equivalents at the beginning of the year 49,707,521 14,743,528 

Cash and Cash Equivalents at the End of the Year 51,653,789 49,707,521 

The annexed notes from 1 to 42 form an integral part of these financial statements. 
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Lahore: October 02, 2018 

chief Executive Officer Director 'L",' Director Chief Ftnancial Officer 
National Bank Modaraba National Bank Modaraba N,slionai Bank Modaraba National Bank Modaraba 

Management Company Limited Management company Limited Management Company Limited Managemeni Company Limited 
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STATEMENT OF CHANGES IN EQUITY 
FOR THE YEAR ENDED JUNE 30, 2018 

Particulars 
Certificate Capital 

statutory 
Reserve 

Accumulated Loss Total Equity 

Rupees 

Balance as at June 30, 2016 250,000,000 43,955,189 (206,262,437) 87,692,752 

Comprehensive loss for the year 

Net loss for the year (71,359,682) (71359,682) 

Other comprehensive loss for the year 

Total comprehensive loss for the year (71,359,682) (71,359,682) 

Transferred to statutory reserve 

Balance as at June 30, 2017 250,000,000 43,955,189 (277,622119) 16333,070 

Comprehensive loss for the year 

Net loss for the year (8,188,588) (8,188,588) 

Other comprehensive loss for the year 

Total comprehensive loss for the year (8,188,588) (8,188,588) 

Transferred to statutory reserve 

Balance as at June 30, 2018 250,000,000 43,955,189 (285,810,707) 8,144,482 

The annexed notes from ito 42 form an integral part of these financial statements. 

2— 
Lahore: October 02, 2018 

chief Executive Officer Director P Director chief Financial Officer 
Netionai Bank Modaraba Nationai Bank Modaraba N ionai Bank Modaraba National Bank Modaraba 

Management company Limited Management Company Limited Management Company Limited Management company Limited 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2018 

LEGAL STATUSAND NATURE OF BUSINESS 

1.1 First National Bank Modaraba ("the Modaraba") is a multi-purpose, perpetual and multi-dimensional Modaraba formed under the 
Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 and Rules framed thereunder. The Modaraba is managed 
by National Bank Modaraba Management Company Limited (a wholly owned subsidiary of the National Bank of Pakistan (NBP)), 
incorporated in Pakistan under the repealed Companies Ordinance, 1984 (now the Companies Act, 2017) and registered with the 
Registrar of Modaraba Companies. The registered office of the Modaraba is situated at Ground Floor, National Bank of Pakistan, 
Regional Headquarters Building, 26-Mc Lagon Road, Lahore. 

The Modaraba is listed on Pakistan Stock Exchange Limited (PSX). It commenced its operations on December 4, 2003 and is currently 
engaged in various Islamic modes of financing and operations including ijarah, musharaka and murabaha arrangements. 

1.2 Going concern assumption 

During the year, the Modaraba made loss before 'Modaraba Company's Management Fee' of Rs. 8.179 million (2017: Rs. 71.360). As at 
the reporting date, its current liabilities exceed its current assets by Rs. 122.862 million (2017: Rs. 183.394 million) and accumulated 
losses amount to Rs. 285.801 milton (2017: Rs. 277.622 million). In purview of consistent losses the Registrar Modaraba has issued a 
show cause notice to the Modaraba as to why should the proceedings to wind up the Modaraba not be initiated in terms of Section 
23(1)Oi)(b) of the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980. These factors indicate the existence of 
material uncertainties that cast significant doubts about the Modaraba's ability to continue as a going concern, and therefore, it may be 
unable to realize its assets and discharge its liabilities in the normal course of business. 

The Modaraba's management has carried out an assessment of the going concern status of the Modaraba and believes that the 
preparation of these financial statements on going concern assumption is appropriate based on the following factors: 

National Bank of Pakistan has resolved in its meeting of Board of Directors dated June 22, 2018 to review and reverse its earlier 
decision of the cessation of the business of the Modaraba and recapitalize the Modaraba by injecting Rs. 300 million against the 
issuance of 30 million certificates of Rs. 10 each to be issued by the Modaraba as other than 'Right Issue' subject to the approval of 
concerned regulators (the SECP and PSX). This resolution was made public through corporate announcement on PSX dated July 13, 
2018. 

- Current liabilities of the Modaraba requihng cash outflow primarily relate to its creditors and other accrued liabilities. As the security 
deposits obtained against ijarah arrangements are likely to be adjusted against the residual values of the ijarah assets and NBP is 
likely to extend its continued support in terms of renewing the short term borrowing facilities, the Modaraba is not foreseeing any 
liquidity pressure. It is pertinent to mention that the Modaraba does not have to pay any other banking company! financial institution 
except for the NBP, 

- The management of the Modaraba is in correspondence with the SECP regarding the issuance of 30 million certificates to NBP against 
Rs. 300 million as other than right issue and the Board of Directors of the Modaraba Management Company in their meeting held 
dated October 2, 2017 have resolved to proceed in the same manner and deposit relevant fees with the SECP for enhancing the paid 
up Certificate Capital. 

The management has sufficiently provided against the doubthiI portfolios of ijarah, murabaha and musharakah clients of the Modaraba 
and the remaining portfolio is adequately covered against collaterals held by the management; the management does not foresee any 
further heavy provision to be incorporated in the financial statements. Moreover, the management has filed suits and is in process of 
obtaining decretal orders from courts to dispose off the assets helds by the Modaraba as collaterat against its lendings. 

The management has prepared its business plan that would cater for modernizing the policies and procedures, revisiting the ijarah 
business for auto sector, introducing new islamic financial products, financing SMEs and raising finance from different sources. 
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basis of Preparation 

2.1 Statement of compliance 

These financial statements have been prepared in accordance with the accounting and reporting standards as applicable in Pakistan. The 
accounting and reporting standards applicable in Pakistan comprise of: 

Inlernational Financial Reporting Standards ("lFRSs") and the Islamic Financial Accounting Standards (IFASs) as are notified under 
the provisions of the Companies Act, 2017 and made applicable to Modarabas under the Modaraba Companies and Modaraba 
(Floatation and Control) Ordinance, 1980; and 

The requirements of the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980, the Modaraba Companies 
and Modaraba Rules, 1981; prudential regulations and directives issued by the Securities and Exchange Commission of Pakistan (the 
Modaraba Regulations). 

Wherever, the requirements of the Modaraba Regulations differ from the requirements of these standards, the requirements of the 
Modaraba Regulations take precedence. 

2.2 Accounting convention 

These financial statements have been prepared under the historical cost convention except for the measurement of certain financial 
instruments at fair value in accordance with the requirements of lAS-39 (Financial Instruments: Recognition and Measurement) and at the 
overall contract price in accordance with lFAS-1 (Murabaha). 

2.3 Functional and presentation currency 

These financial statements are presented in Pak Rupees which is Modaraba's functional and presentation currency. All financial 
information presented in Pak Rupees has been rounded off to the nearest rupee unless otherwise stated. 

Note 3 
Use of Estimates and Judgments 

The preparation of financial statements in conformity with approved accounting standards requires management to make judgments, estimates and 
assumptions that affect application of policies and reported amounts of assets, liabilities, income and expenses. These estimates and associated 
assumptions are based on historical experience and various other factors that are believed to be reasonable under circumstances, results of which 
form the basis of making judgment about carrying amounts of assets and liabilities that are not readily apparent from other sources. Actual results 
may differ from these estimates. 

These estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period in 
which estimates are revised if the revision affects only that period, or in the period of revision and future periods if the revision affects both current 
and future periods. 

Judgments made by the management that have significant effect on the financial statements and estimates with a significant risk of material 
adjustment in the next year are as under; 

ljarah assets and fixed assets in own use 

The Modaraba reviews the useful lives of fixed assets, both under own use and ijarah arrangements, on regular basis. Any change in the estimate 
in future years might affect the carrying amounts of the respective items of fixed assets with a corresponding effect on the depreciation charge and 
impairment, if any. 
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Note 3, Use of Estimates and Judgments- Continued. 

ljarah rentals, musharaka and murabaha investments 

Ijarah rentals, diminishing niusharaka financing and murabaha investments are stated net of provision against doubtful receivables. Provision is 
recognized for ijarah rentats receivable, diminishing musharaka financing and murabaha investments in accordance with the Prudential Regulations 
for the Modarabas issued by the SECP and on subjective evaluation by the management. Bad debts are written off when identified. 

Note 4 

Changes in Accounting Standards, Interpretations and Pronouncements 

4.1 Standards, interpretations and amendments to approved accounting standards which became effective during the year 

lAS 7, "Statement of Cash Flows" has introduced an additional disclosure that will enable users of financial statements to evaluate 
changes in liabilities ahsing from financing activities. 

4.2 Standards, interpretation and amendments to approved accounting standards that are not yet effective 

The following standards, amendments and interpretations with respect to the approved accounting standards as applicable in Pakistan 
and relevant to the Modaraba, would be effective from the dates mentioned below against the respective standard or interpretation: 

Effective Date Standard or Interpretation

(Period beginning on or after) 

IFRIC 22 Foreign Currency Transactions and Advance Consideration January 1, 2018 

IFRS 9 Financial Instruments: Classification and Measurement July 1, 2018 

IFRS 15 Revenue from Contracts with Customers July 1,2018 

IFRSI6 Leases Januaryl,2019 

lAS 23 Borrowing costs January 1,2019 

The Modaraba expects that such improvements to the standards will not have any material impact on the Modaraba's financial 
statements in the period of initial application; except for IFRS 9. 

In addition to the above standards and amendments, improvements to various accounting standards have also been issued by the IASB. 
Such improvements are generally effective for accounting periods beginning on or after January 1, 2019. 

Further, following new standards have been issued by IASB which are yet to be notified by the SECP for the purpose of applicability in 
Pakistan. 

Effective Date 

(Period beginning on or after) 

-lFRS 14 'Regulatory Deferral Accounts' January 1,2016 

-IFRS 17 'Insurance Contracts' January 1,2021 

The Modaraba expects that such improvements to the standards will not have any material impact on the Modaraba's financial 
statements. 
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Note 5 
Summary of Significant Accounting Policies 

The significant accounting policies adopted in the preparation of these financial statements are set out below. These policies have been 
consistently applied to all periods presented, unless stated otherwise. 

5.1 Cash and cash equivalents 

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow statement, cash and cash equivalents 
consist of cash in hand and balances with banks. 

5,2 Receivables 

Receivables are due on normal trade terms, These are carried at original invoice amount less provision for doubtful debts, if any. 
Balances considered bad and irrecoverable are written off when identified. 

5.3 Murabaha investment 

Murabaha investments are stated net of provision. Provision is recognized for Murabaha investments in accordance with the time based 
criteria of the Prudential Regulations for Modarabas issued by the SECP and subjective evaluation of management. Outstanding balances 
are written off when there is no realistic prospect of recovery. 

Murabaha receivable are recorded by the Modaraba at the invoiced amount and disctosed as such in the balance sheet. Purchases and 
sales under murabaha and the resultant profit are accounted for on the cutmination of rnurabaha transaction. 

The profit on that portion of sales revenue not due for payment are deferred by accounting for a debit to unearned murabaha income" 
account with the corresponding credit to 'deferred murabaha income" account and shown in the balance sheet as a liability. 

5.4 Financial assets 

Financial assets are classified into financial assets at fair value through profit or loss; loans and receivable; held-to-maturity investments 
and available-for-sale financial assets. When financial assets are recognized initially, they are measured at fair value plus, in the case of 
investments not at fair value through profit or loss, directly attributable transaction cost. The Modaraba determines the classification of its 
financial assets after initial recognition and, where allowed and appropriate, re-evaluates this designation at each financial year-end. 

Financial assets are de-recognized when the Modaraba loses control of the contractual rights that comprise the financial asset. The 
Modaraba loses such control if it realizes the rights to benefits specified in contract, the rights expire or the Modaraba surrenders those 
rights. 

5.4.1 Financial assets at fair value through profit or loss 

Financial assets classified as held for trading are included in the category 'Financial assets at fair value through profit or loss'. Financial 
assets are classified as held for trading if they are acquired for the purpose of selling in the near term. Gain or losse on investments held 
for trading are recognised in the profit and loss account. 

5.4.2 Held-to-maturity 

Financial assets with fixed or determinable payments and fixed maturity, where the management has the intention and ability to hold till 
maturity, are classified as held to maturity and are stated at amortized cost. 

54.3 Loans and receivab/es 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. 
These are included in current assets, except for maturities greater than twelve months after the reporting date, which are classified as 
non-current assets. Loans and receivables comprise loans! deposits and other receivables in the balance sheet. 
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Note 5, 'Summary of Significant Accounting Policies - Continued... 

5.4.4 Available-for-sale financial assets 

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in any of the other 
categories. These are included in non-current assets unless the management intends to dispose off these assels within twelve months 
from lhe reporting date. 

5.5 Financial liabilities 

Financial liabilities are classified according to the substance of the contractual arrangements entered into. Significant financial liabilities 
are secured deposits against ijarah (lease) assets, musharaka payable and other liabilities. 

5.6 Recognition and derecognition of financial instruments 

All financial assets and liabilities are recognized at the time when the Modaraba becomes a party to the contractual provisions of the 
instrument and are derecognized: in the case of asset, when the contractual rights under the instrument are derecognized, expired or 
surrendered: and in case of liability, when the obligation is discharged, cancelled or expired. 

Any gain I (loss) on the recognition and derecognition of financial assets and liabilities is included in the profit I (loss) for the period in 
which it arises. 

Assets and liabilities that are not of contractual nature and that are created as a result of statutory requirements are not financial 
instruments of the Modaraba. 

5.7 Offsetting of financial assets and financial liabilities 

A financial asset and a financial liability is offset and the net amount is reported in the balance sheet if the Modaraba has legally 
enforceable right to set off the recognized amount and intends either to settle on a net basis or to realize the asset and settle the liability 
simultaneously. 

5.8 Creditors, accrued and other liabilities 

Creditors, accrued and other liabilities are measured at cost which is the fair value of the consideration to be paid in future for goods and 
services received whether billed to the Modaraba or not. 

5.9 Diminishing musharaka financing 

Diminishing musharaka financing is stated net of provision. Provision is recognized in accordance with Prudential Regulations for 
Modarabas issued by the SECP or on the estimate of management, whichever is higher. Bad debts are written off when identified. 

5.10 Lease (ijarah) accounting 

The Modaraba provides assets to its clients under ijarah agreements as approved by the Religious Board. ljarah arrangements up to 
June 30, 2008 have been recorded in the books of accounts as finance lease in line with IAS-17 (Leases) and arrangements beginning 
on or after July 1, 2008 have been recorded in the books of accounts under IFAS-2 (ljarah). 

Under the ijarah arrangements up to June 30, 2008, amount due from lessees under finance leases are recorded as receivables at the 
amount of the net investment in the leases. Finance lease income is allocated to accounting periods so as to reflect a constant periodic 
rate of return on the net investment outstanding in respect of the leases. 

As per the requirements of lFAS-2, the Modaraba has presented assets subject to ijarah in its balance sheet according to the nature of 
the asset, distinguished from the assets in own use. Income from ijarah is recognized on accrual basis, unless another systematic basis is 
more representative of the time pattern in which benefit of use derived from the leased asset is diminished. Costs, including depreciation, 
incurred in earning the ijarah income are recognized as an expense. 
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Net investment in ijarah is stated at present value of minimum ijarah payments. Impairment losses on non-performing ijarah are 
recognized at higher of provision required in accordance with the Prudential Regulations for Modarabas or at a level which in the 
judgment of the management is adequate to provide for potential Uarah losses. These losses can be reasonably anticipated as the 
difference between the carrying amount of receivabtes and present value of expected cash flows discounted at the rates implicit in the 
ijarah agreement. 

5.11 Fixed assets 

5.11,1 Fixed assets under arah arrangements 

Assets given to customers under arah arrangements on or after 01 July 2008 are accounted for as operatng lease and are stated at 
cost less accumulated depreciation and impairment loss, if any. Assets under ijarah arrangements are depreciated using the straight line 
basis over the shorter of Uarah term or asset's useful life. In respect of additions and transfer during the year, depreciation is charged 
proportionately to the period of ijarah. 

5.11.2 Assets in own use- Thngib!e 

Tangible fixed assets are stated at cost less accumulated depreciation and impairment loss, if any. Cost in relation to the assets 
comprises acquisition and other directly attributable costs. Subsequent costs are included in assets' carrying amounts when it is probable 
that future economic benefits associated with the item will flow to the Modaraba and the cost of the item can be measured reliably. 
Carrying amount of parts so replaced, if any, is derecognized. All other repairs and maintenance are charged to profit and loss as and 
when incurred. Gain I loss on disposals are carried to the profit and loss account in the year of disposal. 

Depreciation is charged to profit and loss using the straight line method at the rates as specified in note IS to these financial statements 
so as to whte off the cost of assets over their estimated useful lives without taking into account any residual value. Depreciation on 
additions to the tangible fixed assets is charged from the month in which an asset is available for use while no depreciation is charged for 
the month in which the asset is disposed off. 

Carrying amounts of the Modaraba's assets are reviewed at each balance sheet date to determine whether there is any indication of 
impairment. If such an indication exists, the recoverable amount of such asset is estimated and impairment loss is recognized in the 
profit and loss account. Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised 
recoverable amount but limited to the extent of the initial cost of the asset. A reversal of the impairment loss is recognized as income in 
the profit and loss account. 

5.11.3 Assets in own use - Intangible 

Expenditure incurred on intangible asset is capitalized and stated at cost less accumulated amortization and any identified impairment 
loss, Intangible asset is amortized on straight line basis over a period of three years. 

5.12 Provisions 

Provisions are recognized when the Modaraba has a present, legal or constructive obligation as a result of past events and it is probable 
that an outflow of resources embodying economic benefits would be required to settle the obligation and a reliable estimate of the amount 
can be made. Provisions are reviewed at each balance sheet date and adjusted to reflect the current best estimates. 

The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation at the balance 
sheet date, taking into account the risks and uncertainties surrounding the obligation. Future operating losses are not provided for. 

5.13 Borrowing costs 

Borrowing costs on long term finances are capitalized up to the date of commissioning of respective quatiing assets acquired out of the 
proceeds of such tong term finances. Alt other borrowing costs are recognized in profit and toss account, 
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Note 5, Summary of Significant Accounting Policies - Continued... 

514 Revenue recognition 

For lease (ijarah) agreements executed on or before June 30, 2008, the unearned finance income is deferred and amortized to income 
over the term of ijarah, applying the annuity method to produce a constant rate of return on net investment in ijarah. Unrealized ijarah 
income on potential lease losses is excluded from the income from ijarah operations in accordance with the requirements of the 
Prudential Regulations for Modaraba issued by the SECR 

For lease (ijarah) agreements executed on or after July 1, 2008 lease rentals are recognized as income on accrual basis, as and when 
the rental becomes due over the ijarah pehod. 

The deferred murabaha income i.e. the excess of aggregate murabaha instalments over the cost of the asset under murabaha investment 
is deferred and then amortized over the term of the murabaha, so as to produce a constant rate of return on murabaha investment. 
Documentation charges, front-end fee and other murabaha income are recognized as income on receipt basis. 

Retum on deposits with banks is recognized on time proportionate basis. 

Profit on diminishing musharaka financing is recognized under the effective mark up rate method based on the amount outstanding. 

Income from fee and commission is recognized as and when it becomes due. 

5.15 Taxation 

5.15.1 Current 

Provision for current taxation is based on taxable income at the current rates of taxation after taking into account tax credits available, 
rebates and exemptions, if any. Under clause 100 of Pad — I of Second Schedule to the Income Tax Ordinance 2001, the income of non-
trading modarabas is exempt from tax provided that not less than 90% of their profits are distributed to the certificate holders. 

5.15.1 Deferred 

Deferred tax is provided, using the balance sheet method, on all temporary differences at the balance sheet date between the tax bases 
of assets and liabilities and their carrying amounts. Deferred tax liabilities are recognized for all taxable temporary differences. Deferred 
tax assets are recognized for all deductible temporary differences to the extent that it is probable that the temporary differences will 
reverse in the future and taxable income will be available against which the temporary differences can be utilized. 

5.16 Profit distribution 

Profit distribution to certificate holders is recognized as a liability in the period in which such distribution is announced. 

5.17 Segment reporting 

Operating segments are reported in a manner consistent with the internal reporting provided to the Chief Operating Decision Maker (the 
Chief Executive Officer of the Modaraba). Segment results, assets and liabilities include items directly atthbutable to a segment. Segment 
capital expenditure is the total cost incurred during the year to acquire fixed assets and intangible assets. 

5.18 Dividend 

Dividends are recognized as a liability in the period in which these are declared. 
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Opening balance 
Charged during the year 
Reversed during the year 
Net charged during the year 
Closing balance 

227,462,959 177,046,511 
50,416,448 

50,416,448 
227,462,959 227,462,959 

First National Bank Modaraba 
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5.19 Contingent liabilities 

Contingent liability is disclosed when there is a possible obligation that arises from past events and whose existence is confirmed only by 
the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the Modaraba. 

A contingent liability is atso disclosed when there is a present obligation that arises from past events but it is not probable that an outflow 
of resources embodying economic benefits would be required to settle the obligation or the amount of the obligation cannot be measured 
with sufficient reliability. 

5.20 Related party transactions 

Transactions in relation to business activities with related parties are made at arms  length prices determined in accordance with the 
Modarabas policy. 

Note 6 
Cash and Bank Balances 

2018 2017 
Note 

Cash in hand 
Current accounts 

Rupees Rupees 

19,541 

Associated undertaking - National Bank of Pakistan 152,035 270,647 
Others 725,066 48,041 

877,101 318,688 
Saving accounts 6.1 

Associated undertakingS National Bank of Pakistan 232,725 25,291 
Others 50,524,422 4g,363,542 

50,757,147 4g,388,833 
51,653,789 4g,707,521 

6,1 These carry mark up at the rate of 2.61% to 3,75% (2017: 2.70% to 3.50%) per annum. 

Note 7 
Short Term Murabaha Investments• Secured 

2018 2017 
Note Rupees Rupees 

Considered good 
Considered doubtful 243,770,960 244,025,025 

243,770,960 244,025,025 
Add: Deferred murabaha income 2,654,776 2,654,776 

246,425,736 246,67g,801 
Less: Provision for non-performing murabaha investments 7.2 (227,462,959) (227,462959) 
Less: Suspended income (2 .654.776) 

16,308,001 19,216,842 

7,1 These represent invesbuents under murabaha arrangements on deferred payment basis at specified profit margins. These investments 
carry profit ranging from 10.36% to 15.54% (2017: 10.36% to 15.54%) per annum and are secured against charge over fixed and current 
assets, personal guarantees of directors of customer companies, registered and equitable mortgage of properties, demand promissory 
notes and post dated cheques varying from case to case. 

7.2 Provision for non-performing murabaha investments 
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Note 

8.1 561.471 368,493 
34.186  

595,657 388,493 

2018 2017 
Rupees Rupees 

Profit on diminishing musharaka receivable 
Profit on sukuk investments 

Note 8, Accrued Profit - Continued... 
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Note 8 
Accrued Profit 2018 2017  

Note Rupees Rupees 

8.1 Profit held in suspense 

Profit receivable on musharaka finances 1404,566 1,094,139 

Suspended income 8.1.1 (843,095) (705,646) 

561,471 388,493 

8.1.1 Suspended income account against diminishing musharaka profit receivable is as follows: 

Opening balance 705,646 593,321 

Suspended during the year 137,449 112,325 
843,095 705,646 

Note 9 
Short Term Investments 

2018 2017 2018 2017  

Number Number Rupees Rupees 

Investments in sukuk of Rs 100,000 each-available for sale 

200 Neetum Jehlum Sukuk 20,895,000 

100 Byco Petroleum Pakistan Limited 10,000,000 - 

300 30,895,000 

Note 10 
ljarah Rentals Receivable 

2018 2017 

Note Rupees Rupees 

Considered good - secured 13,639,189 12,028,297 

Considered doubtful 108,642,486 99,593,682 

Less: Provision for doubtkil ijarah rentals receivable 10.1 (25,303,438) (20,363,469) 

Less: Profit held in suspense account 40.2 (22,718,538) (21,341,458) 
60,620,512 57,918,735 
74,259,701 69,947,032 

10,1 Provision for doubtful ijarah rentals receivable 

Opening balance 20,363,489 13,622,056 

Charged during the year 3,001,740 7,318,597 

Adjustment I reclassifed from suspended profit I 938,209 

Written off during the year (577,164) 

Net charged during the year 4,939,949 6,741,433 

Closing balance 25,303,438 20,363,489 
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10.2 Profit held in suspense accounts 

Opening balance 21,311,458 17,108,267 

Income suspended during the year 4,122,976 7,207,092 
Adjustment! reclassified to provision (1,938,209) 
Suspended income received (777,687) (3,003,901) 

Net charged during the year 1,407,080 4203191 

Closing balance 22718538 21,311,458 

Note 11 
Advances, Prepayments and Other Receivables 

2018 2017 
Note Rupees Rupees 

Advances to employees for expenses (unsecured. considered good) 12,530 12,530 

Income tax deducted at source 2,407,630 2,299,126 

Prepayments 193,749 27,880 

Profit receivable on sukuks 502,340 

Otherreceivables 11.1 710,489 1,503,788 
3,826,738 3,843,324 

11.1 Other receivables 

Considered good 710,489 1,503,788 

Considered doubtful 29,680,817 29,244,256 

30,391,306 30,748,044 
Provision against doubtful other receivables 11.2 (29,680,817) (29,244,256) 

710,489 1,503,788 

11.2 Provision against doubtful other receivables 

Opening balance 29,244,256 28,368,640 

Charged during the year 436,561 875,616 

Reversed during the year 
Net charged during the year 436,561 875,616 

Closing balance 29,680,817 29,244,256 

Note 12 
Current Portion of Non Current Assets 

2018 2017 
Note Rupees Rupees 

Net investment in arah finance 13 15,579,850 31,270,867 
Diminishing musharaka financing 14 20,417,303 26,098,927 
Long term murabaha investments IS 5,878,259 45,083,734 
Long term loans and deposits 16 427,854 595,499 

42,303,266 103,049,027 
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Opening balance 
Charged duhng the year 
Reversed during the year 

22,906,852 22,906,852 

(11,193,118) 
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Note 13 
Net Investment in ljarah Finance 

Net Investment in ljarah 
Finance 

2018 2017 

Not later than 
one year 

Later than one 
and less than 

five years 
Total 

Not later than 
one year 

Later than one 
and less than five 

years 
Total 

Minimum ijarah rentals 

Rupees 

receivable 

Residual value of 

ijarah assets 

Gross investment in 

ijarah finance 

45655427 

2,221,514 

5185,554 

46,700 

50,840,961 

2,268,214 

62,161,137 

5,088181 

17,185,554 

46,700 

79,346,691 

5,134,881 

47,876941 5,232,254 53,109,195 67,249,318 17,232,254 84,481,572 

Less: Unearned finance 

income (20,583,357) (3,581,390) (24,164,747) (13,071,599) (15,580,740) (28,652,339) 

Net investment in lease 

ijarahflnance 27,293,584 1,650,864 28944,448 54,177,719 1,651,514 55,829,233 

Less: Provision for 

doubtful net 

investment 

in ijarah finance (11,713,734) (11,713,734) (22,906,852) - (22,906,852) 

(Note 13.2) 
15,579,850 1,650,864 17,230,714 31,270,867 1,651,514 32,922,381 

Less: Current portion (Note 12) (15,579,850) (31,270,867) 

1,650,864 1,651,514 

13.1 The Modaraba entered into various ijarah agreements for periods spanning 8 to 14 years (2017: 8 to 14 years). Secuhty deposils ranging 
from 0.1% to 10% (2017: 0.1% to 10%) are obtained at the lime of disbursement. The rate of profit implicit in ijarah ranges from 9.76% to 

11.97% (2017: 7.86% to 11.19%) per annum. 

13.2 Provision for doubtful net investment in ijarah finance 
2018 2017 

Rupees Rupees 

Net charged during the year 
Closing balance 

(11,193,118) 
11,713,734 22,906,852 



15.2 Provision for doubtful murabaha investments 
Opening balance 
Charged during the year 
Reversed during the year 
Net charged during the year 
Closing balance 

15,3 Current portion of long term murabaha investments 

69,602,482 41,602,482 

(300,900) 
28,000,000 

(300,900) 28,000,000 
69,301,582 69,602,482 

2018 2017 
Rupees Rupees 

First National Bank Mociaraba 

Note 14 
Diminishing Musharaka Financing - Secured 

2018 2017 
Note Rupees Rupees 

Considered good 18,056,782 32,258,640 
Considered doubtful 4,337,634 4,337,634 
Provision against doubtful diminishing musharaka 14.2 

4,337,634 4,337,634 
22,394,416 36,596,274 

Less: Current portion 12 (20,417,303) (26,098,927) 
1,977 113 10,497,347 

14.1 This represents diminishing musharaka financing arrangement entered for a term of three to four years. The Modaraba has provided 
financing to the extent of 23.69% to 90% of the value of musharaka assets. This financing is secured by first charge on all present and future 
fixed assets of the client, personal guarantee ol directors, registered and equitable mortgage on properties, post dated cheques and joint 
ownership of musharaka assets. These carry profit at rates ranging between 9.35% to 14.02% (2017: 9.35% to 14.02%) per annum and are 
repayable on monthly basis, 

14.2 The provision against doubtful diminishing musharaka financing has not been incorporated as the forced sale value of collaterally held 
assets is greater than the amount receivable from the respective parties. 

Note 15 
Long Term Murabaha Investments- Secured 

2018 2017 
Note Rupees Rupees 

Considered good 10,559,988 14.895,252 
Considered doubtful 69,301,582 69,602,515 

79,861.570 84,497,767 
Add: Deferred murabaha income 25 31,913,554 31,913,554 

15.1 111,775.124 116,411,321 
Less: Provision for doubtful murabaha investments 15.2 (69,301,582) (69,602.482) 
Less: Suspension for doubtful murabaha investments (29.388,304) - 

13,085,238 46,808,839 
Less: Current portion 12 & 15.3 (5,878,259) (45,083,734) 

7206,979 1,725,105 

15.1 These represent investments under murabaha arrangements on deferred payment basis at a profit margin ranging from 9.38% to 15.50% 
(2017: 9.38% to 15.50%) per annum, These investments are secured against charge over fixed and current assets, registered and equitable 
mortgage of properties, personal guarantees of the directors of customer companies, demand promissory notes and post-dated cheques 
varying from case to case. 

Murabaha investments 5,759,140 37,602,051 
Deferred murabaha income 25 119,119 7,481,683 

5878,259 45083,734 
Note 16 
Long Term Loans and Deposits 

2018 2017 
Note Rupees Rupees 

Long term loans to employees 
Security deposits 

t6.1 858,497 1,556,881 
39,500. 39,500 

   

897,997 1,596,381 
Less: Current portion 12 (427,854) (595,499) 

470,143 1,000,882 

16.1 These loans are given to employees of the Modaraba for purchase of vehicles and carry profit at 5% (2017: 5%) per annum, Maximum 
aggregate balance due from employees at the end of any month during the year was Rs. 1,556,861 (2017: Rs. 2,513,652). As a security, 
vehicles are registered in the name of the Modaraba. 
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Note 17 
Intangible Asset 

2018 2017 
Rupees Rupees 

Cost 1,131,300 1,131,300 
Accumulated amortization (1,131,300) (1,131,300) 
Net book value 

17.1 This represents ERP software, as at the reporting date, the intangible asset is fully amortized but sf11 in use of the Modaraba. 

Note 18 
Fixed Assets under ljarah Arrangements 

Description Plant and machinery Vehicles Total 

 Rupees  
Year Ended June 30, 2018 

Cost 
Balance as at July 01, 2017 409,943,673 454,424,819 864,368,492 
Additions 
Disposals (64,845,477) (193,234,385) (258,079,862 

Balance as at June 30, 2018 345,098,196 261,190,434 606,288,630 

Accumulated depreciation 
Balance as at July 01, 2017 326,352,152 283,702,432 610,054,584 

Charge for the year 23,642,346 16,637,959 40,280,305 

Disposals (56,324,1 24) (131864,952) (188,189,076) 
Balance as at June 30, 2018 293,670,374 168,475,439 462,145,813 

Accumulated Impairment Loss 
Balance as at July 01, 2017 4,705,513 2,164,742 6,870,255 
Impairment charged I (reversed) 12,401,104 12,401,104 

Balance as at June 30, 2018 17,106,617 2,164,742 19,271,359 
Total as at June 30, 2018 34,321,205 90,550,253 124,871,458 

Year Ended June 30, 2017 

Cost 
Balance as at July 01,2016 588,927,510 656,920,439 1,245,847,949 

Additions 
Disposals (178,983,837) (202,495,620) (381,479,457) 
Balance as at June 30, 2017 409,943,673 454,424,819 864,368,492 

Accumulated depreciation 
Balance as at July 01, 2016 410,704,101 363,976,083 774,680,184 
Charge for the year 53,618,261 70,737,786 124,356,047 
Disposals (137,970,210) (151,011,437) (288,981,647) 
Balance as at June 30, 2017 326,352,152 283,702,432 610,054,584 

Accumulated Impairment Loss 
Balance as at July 01, 2016 1,502,302 3,471,787 4,974,089 
Impairment charged! (reversed) 3,203,211 (1,307,045) 1,896,166 
Balance as at June 30, 2017 4,705,513 2,164,742 6,870,255 
Total as at June 30, 2017 78,886,008 168,557,645 247,443,653 
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18.1 General description of significant ijarah arrangements (IFAS-2) 

The Modaraba has entered into various Ijarah agreements for periods ranging from 3 to 11 years (2017: 3 to 11 years). Security deposits 
ranging from 0% to 71% (2016:5% to 73%) are obtained at the time of disbursement, The rate of profit implicit in ijarah ranges from 9.17% 
to 14.46% (2017: 9.46% to 14,46%) per annum. 

18.2 Aggregate amount of future ijarah rentals receivable on the basis of ijarah arrangements executed upto the reporting date are as fotlows: 

2018 2017 
Future Ijarah Rental Receivables Rupees Rupees 

Not later than one year 14.325,771 36,967,708 
Later than one year but not later than five years 122,541,459 160,949,631 
Later than five years 136 867 230 197,917 339 

Note 19 
Fixed Assets under Own Use 

Description Vehicte 
Computers and 

accessories 
Electrical 

Equipment 
Total 

Year Ended June 30 2018 
 upees- 

Cost 
Balance as at July 01, 2017 1,351,182 1,804,058 434,664 3,589,904 
Additions 39,000 21,500 60, 500 
Disposals 
Balance as at June 30, 2018 1,390,182 1,825,558 434,664 3,650,404 

Accumulated depreciation 
Balance as at July01, 2017 1,351,182 1,796,326 434,664 3,582,172 
Charge for the year 7,800 12,820 20,620 
Disposals 
Balance as at June 30, 2018 1,358,982 1,809,146 434,664 3,602,792 
Total as atJune 30, 2018 31,200 16,412 47,612 

Year Ended June 30, 2017 

Cost 
Balance as at July 01, 2016 1.351,182 1,804,058 434,664 3.589.904 
Additions 
Disposals 
Balance as at June 30, 2017 1,351.182 1,804,058 434,664 3,589,904 

Accumulated depreciation 
Balance as at Juty Dl, 2016 1,342,962 1,722,144 432,967 3,498,073 

Charge for the year 8,220 74,182 1,697 84,099 

Disposals - - - - 
Balance as at June 30, 2017 1,351,182 1,796,326 434,664 3,582,172 
Total as at June 30, 2017 7,732 - 7,732 

Annual rate of depreciation 20% 33.33% 20-33.33% 

19.1 These contain fully depreciated assets of Rs. 3,589,904 (2017: Rs. 3,241,823) that are still in use by the Modaraba. 

Note 20 
Short Term Finance - Secured 

2018 2017 
Note Rupees Rupees 

From banking companies 

Running finance 20.1 217,063,388 201,634,754 

20.1 The Modaraba has obtained running finance facility of Rs. 250 million (2017: Rs. 250 million) from the National Bank of Pakistan carrying 
mark-up I profit at 1 month KIBOR plus 1% (2017: 1 month to 6 months KIBOR plus 1%) per annum payable monthly. The effective mark-up 
/ profit rate charged during the year ranged from 6.76% to 6.36% (2017: 6.22% to 6.29) per annum. This facility is secured by way of first 
joint pan passu hypothecation charge on all present and ñjture receivabtes, teased assets and related lease receivables and present and 
future assets of the Modaraba to the extent of Rs 277.778 million (2017: Rs 277.778 million). This facility expired on March 31,2018 and has 
yet not been renewed as at the reporting date. 
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Note 21 
Creditors, Accrued and Other Liabilities 

2018 2017 
Note Rupees Rupees 

Advances from customers 17,679,335 25,725,887 
Accrued expenses 494,700 433,780 
Withholding tax payable 5,000 - 
Unclaimed profit distribution 21.1 425,218 437,624 
Charity and other payable 21.2 427,747 668,108 

19,032,000 27,265,399 

21.1 Reconciliation of unclaimed dividends 

Opening balance 437,624 439,064 
Dividend accrued I (paid) (12,406) (1,440) 

Closing balance 425,216 437,624 

21.2 It includes charity payabte amounting to Rs. 350,714 (2017: Rs. 591,075). 

Note 22 
Current Portion of Non-Current Liabilities 

2018 2017 
Note Rupees Rupees 

Security deposits against ijarah assets 23 103,934,253 155,082,085 

Long term finances secured 24 - 33,333,332 

Deferred murabaha income 25 119,119 7,481,683 
104,053,372 195,897,100 

Note 23 
Security Deposits against ljarah Assets 

2018 2017 

Note Rupees Rupees 

Security deposits against arah assets 106,736,453 176,582,872 

Less: Current portion 22 (103,934,253) (155,082,085) 
2,802,200 21,500,787 

Note 24 
Long Term FinanceS Secured 

2018 2017 
Note Rupees Rupees 

From banking companies secured 

National Bank of Pakistan associated undertaking 
Less: Current portion 

24,1 50,000,002 
22 (33,333,332) 

  

16,666,670 

   

24.1 This demand finance facility of Rs. 200 million was obtained to finance operations of the Modaraba and was repayable in 12 equal quarterty 
instalments. This carried mark-up 3 months KIBOR pIus 2.00% per annum payable quarterty. The effective mark-up rate charged during 
the year ranged from 7.64% to 8.00% (2017: 7.45% to 7.85%) per annum. The facility was secured by way of first joint pad passu 
hypothecation charge over all present and Mure leased assets and related lease receivables of the Modaraba to the extent of Rs 222.222 
million. The enbre loan has been repaid during the year. 

Note 25 
Deferred Murabaha Income 

2018 2017 
Note Rupees Rupees 

Long term deferred murabaha income 15 31,913,554 31,913,554 

Suspended income (29,368,304) 
Net of suspension 2,525,250 31,913,554 

Less: Current portion 22 (119,119) (7,481,683) 
2,406,131 24,431,871 
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Note 26 
Certificate Capital 

2018 2017 2018 2017  
Number of certificates Rupees Rupees 

Authorized: 

60,000,000 60,000,000 Modaraba certificates of Rupees 10 each 600,000,000 600,000,000 

Issued, subscribed and paid-up certificate capital 

25,000,000 25,000,000  Modaraba certificates of Rupees 10 each 250,000,000 250,000,000 

26.1 7,500,000 (2017: 7,500,000) certificates of the Modaraba are held by National Bank Modaraba Management Company Limited, the 

modaraba management company. 

26.2 No certificates of the Modaraba have been issued! cancelled during the year. 

Note 27 
Statutory Reserves 

Statutory reserves represent profits set aside in compliance with the requirements of prudential regulations for Modarabas issued by the SECP. These 
regulations require the Modarabas to transfer at least 20% after tax profit, if any, upto a maximum of 50%, in statutory reserves until the reserves equal 
100% of the paid up capitat. Thereafter, a sum not less than 5% of the after tax profit is to be transferred into the statutory reserves each year. During 
the year no amount (2017: Rs. Nit) is transferred in the statutory reserves. 

Note 28 
Contingencies and Commitments 

28.1 Commissioner Inland Revenue (Appeals) raised demand of lax payables of Rs. 333.26 million for tax year 2011. Appeal filed before the 
Commissioner Appeals Inland Revenue. The deemand is deleted. The department has filed an appeal against the order of the 
Commissioner Appeals before the Appellate Tribunal. The notice of hearing is awaited from the Tribunal. 

28.2 Commissioner Inland Revenue (Appeals) raised demand of tax payables of Rs. 127.362 million for tax year 2014. Appeal filed before the 
Commissioner Appeals Inland Revenue. The deemand is deleted. The department has filed an appeal against the order of the 
Commissioner Appeals before the Appellate Tribunal. The notice of hearing is awaited from the Tribunal. 

Note 29 
Other Income 

2018 2017 

Service charges 
Documentation charges 

Rupees 
71,429 

8,500 

Rupees 
97,018 

- 
79,929 97,018 

Note 30 
Operating Expenses 

2018 2017 
Note Rupees Rupees 

Salaries! allowances and olher benefits 30.1 11,291,000 10,968,204 

Communication 233,515 275,695 
Travelling and conveyance 50,577 313,264 
Vehicles' running expenses 128362 129,469 
Postage and stamps 34,193 39,928 
Advertisement 138,641 104,670 
Legal and professional 1,035,736 947,941 
Auditors! remuneration 30.2 350,000 546,830 
Fees and subscription 987,867 681,903 

Repairs and maintenance 400,862 280,552 

Insurance 101,186 99,307 
Stationery and printing 349,790 346,183 
Entertainment 275,456 249,886 
Depreciation on fixed assets - own use 19 20,620 84,099 
Other sundry expenses 153,291 105,104 

15,551,096 15,175,035 
30.1 Salaries, allowances and other benefits 

The aggregate amounts charged for remuneration including all benefits to officers and employees of the Modaraba are as under: 
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2018 2017 

Officers Employees Total Officers Employees Total 
upees  

Salary 2,816,976 2,466,744 5,283,720 2,380,131 2,557,252 4,937,383 

House rent 1,408,500 957,199 2,365,699 1,045,837 1,132,620 2,178,457 

Utilities 338,052 229,734 567,786 251,001 271,813 522,814 

Bonus 570,675 435,567 1,006,242 482,319 520,389 1,002,708 

Others 902,355 1,165,198 2,067,553 770,350 1,556,492 2,326,842 

6,036,558 5,254,442 11,291,000 4,929,638 6,038,566 10,968,204 

Number of 
persons 4 9 13 3 8 11 

30.1.1 Average number of employees during the year was 13 (2017: 12). All employees are on contract. 

30.1.2 All employees are entitled for reimbursement of fuel expenses upto certain limits 

30.2 Auditors' remuneration 

Audit fee 253,200 302,500 

Half yearly review fee 96,800 96,800 

Certifications . 97,600 

Out of pocket expenses 49,930 
350,000 546,830 

30.3 Office space, utilities and related expenditure are borne by National Bank Modaraba Management Company Limited, 
Modaraba management company. 

Note 31 
Finance Cost

2018 2017  
Rupees Rupees 

Short term flnances 13,464,322 15,879,672 

Long term finances 2,473,735 7,684,799 

Bank and other charges 48,493 135,928 
15,986,550 23,700,399 

Note 32 
Provision for Doubtful Receivables 

2018 2017  
Note Rupees Rupees 

Opening balance 

Add: Charged during the year 
Add: Reclassified from suspended profit on ijarah 
Less: Reversed during the year 
Net provision charged during the year 
Closing balance  

369,580,038 283,546,541 

3,438,301 
1,938,209 

(11,494,0 1.8) 

86,610,661 

(577,164) 
32.1 (6,117,508) 86,033,497 

363,462,530 369,580,038 

32.1 This includes provision of Rupees Nill million (2017: 39.074 million) recognized during the year on the basis of subjective 
evaluation of non-performing short term murabaha investments, ijarah rentals receivable and long term murabaha investments. 
The break-up is as under: 
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2018 2017 
Note Rupees Rupees 

32.1.1 Short term murabaha investments 18,473,740 
ljarah rentals receivable 3,100,000 
Long term murabaha investments 17,500,000 

39,073,740 

32.2 Break up of closing balance 

Provision against doubthul murabaha investments 7.3 & 15,2 296,764,541 297,065,441 
Provision for doubtful ijarah rental receivables 10.1 25,303,438 20,363,489 
Provision against doubtful other receivables 11.2 29,680,817 29,244,256 
Provision for doubtful net investment in Uarah finance 13.2 11,713,734 22,906,852 

363,462,530 369,580,038 
Note 33 
Modaraba Management Company Fee 

In accordance with Section 18 of the Modaraba Companies and Modaraba (Floatafton and Control) Ordinance, 1980, management fee @ 10% of 
annual profits is paid to the modaraba management company. Owing to the toss during the year, the modaraba management company's fee has not 
been provided for. 

Note 34 
Taxation 

34.1 No provision for current tax is recognized as the Modaraba has brought forward tax losses of Rs. 177.298 million (2017: Rs 256.973 million). 
Further, provision of minimum tax is not applicable to the Modaraba as per sub clause (xiii) of clause hA of part IV of second schedule to 
the Income Tax Ordinance, 2001. 

34.2 Deferred tax asset 2018 2017 
Rupees Rupees 

Deferred tax asset has originated relating to the following: 

Accelerated tax depreciation 
Carry forward tax losses 

46,095,831 43,448,578 
44,324,533 64,243,310 

Less: Deferred tax asset not recognized 
90,420,364 107,691,888 

(90,420,364) (107,691,888) 

  

  

34,2.1 The deferred tax asset of Ps. 90.420 million (2017: Ps. 107.692 million) has not been recognized in these financial statements as the 
temporary differences are not expected to reverse in foreseeable future because taxable profits may not be available against which the 
temporary differences can be utilized. 

Note 35 
Loss Per Certificate - Basic and Diluted 

2018 2017  
Rupees Rupees 

Loss attributable to ordinary certificates holders Rupees (8,188,588) (71,359,682) 
Weighted average number of ordinary certificates 

outstanding during the year Numbers 25,000:000 25,000,000  
Loss per certificate Rupees (0.33) (2.85) 

35,1 Basic earnings per modaraba certificate have been computed by dividing loss for the year as stated above with weighted average number of 
Modaraba certificates. 

35,2 There is no dilution in loss per certificate as the Modaraba has not issued any instrument which would have an impact on its loss per 
certificate. 
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Note 36 
Cash Generated from Operations 

2018 2017 
Rupees Rupees 

(Restated) 
Net loss for the Year (8,188,588) (71,359,662) 

Adjustment for: 
- Depreciation on fixed assets under own use 20,620 84,099 
- Depreciation on fixed assets under ijarah arrangements 40,280,305 124,356,047 
- Impairment on fixed Assets under ijarah arrangements 12,401,104 1,896,166 
- Gain on termination of ijarah arrangements (936,127) (4,525,381) 
- Profit on short term investments (1,923,820) 
- Charge of provision against short term murabaha investment - net 50,416,448 
- Charge of provision against doubtful ijarah rentals receivable - net 4,939,949 6,741,433 
- Charge of suspense income against ijarah rentals receivable - net 1,407,080 4,203,191 
- Charge of provision against doubtful other receivables - net 436,561 875,616 
- Reversal of provision against net investment in ijarah finance - net (11,193,118) 
- (Reversal)) charge of provision long term murabaha investments - net (300,900) 28,000,000 
- Finance Cost 15,986,550 23,700,399 
- Profit on term deposit receipts and bank deposits (944,994) (974,792) 

60,173,210 234,773,226 

Operating profit before working capital changes 51,984,622 163,413,544 

Decrease / (Increase) in operating assets: 
- Accrued profit 1,716,656 98,690 

- ljarah rentals receivable (10,659,698) 926,138 

- Advances, prepayments and other receivables (311,471) (982,823) 

- Short term murabaha investments 2,908,841 28,100,003 
- Net investment in ijarah finance 1,962,596 601,181 

- Diminishing musharaka financing 14,201,858 20,074,614 

- Long term murabaha investments 1,981,421 9,389,069 
Increase) (Decrease) in operating liabilities: 

- Creditors, accrued and other liabilities (8,220,993) 3,569,862 

Net changes In working capital 3,579,210 61,776,734 

Cash Generated from Operations 55,563,832 225,190,278 

Note 36, Cash Generated from Operations - Continued... 

36.1 Liabilities Arising from Financing Activities 

As at June 30, Non-cash 
Cash flows (Net) 

As at June 30, 
2017 changes 2018 

Rupees  

Short term borrowings 201,634,754 15,428,634 217,063,388 
Long term finance - secured 50,000,002 (50,000,002) - 

251,634,756 (34,571,368) 217,063,388 

Note 37 
Financial Risk Management 

- Credit risk 
- Liquidity risk 
- Market risk 

The Board of Directors of the management company has overall responsibility for the establishment and oversight of the Modaraba's risk management 
framework. 
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37.1 Credit risk 

Credit risk is the risk that the counterparty to a ilnancial instrument witt cause a financial toss to the Modaraba by failing to discharge an 
obligation. The hsk is generally limited to principal amounts and accrued profit thereon, if any. The Modaraba's policy is to enter into financial 
ccntracts in accordance with the internal hsk management policies and the requirements of the Prudential Regulations. The carrying 
amounts of the foltowing financial assets represents the maximum credit exposure at the reporting date: 

Financial assets 2018 2017 
Rupees Rupees 

Bank balances 51,634,248 49,707,521 

ljarah rentals receivable 74,259,701 69,947,032 

Advances, prepayments and other receivables 1,212,829 1,503,788 

Accrued profit 595,657 388,493 

Murabaha investments net of provision 29,393,239 31,457,351 

Net investment in ijarah finance 17,230,714 32,922,381 

Diminishing musharaka financing 22,394,416 36,596,274 

Short term investments 30,895,000 

Long term loans and deposits 897,997 1,596,381 

228,513,601 224,119,221 

37.1.1 Credit quality of banks 

The credit quality of the Modaraba's bank balances can be assessed with reference to external credit ratings is as follows: 

Rating 2018 2017 

Short term Long term Agency Rupees Rupees 

National Bank of Pakistan Aft MA PACRA 384,760 295,939 

Al Baraka Bank (Pakistan) Ltd. Al A PACRA 14,914 252,945 

Bank Alfalah Ltd. Aft PACRA 709,206 4964 

First Women Bank Ltd. A2 A- PACRA 4,725 4,760 

Habib Bank Limited Aft MA JCR-VIS 11,011 

The Bank of Punjab Aft M PACRA - 38,052 

Bank Islami Pakistan Ltd. Al A+ PACRA 50,509,632 49,110,860 

MCB Bank Ltd. Aft MA PACRA 1 

51,634,248 49,707,521 

37.1.2 Description of collateral held 

The Modaraba's ijarah arrangements (leases) are secured against ijarah assets, demand promissory notes, post dated cheques and 
personal guarantees varying from case to case. In a few arrangements additional collateral is also obtained in the form of charge on fixed 
assets, Murabaha investments are secured against charge over fixed and current assets, registered and equitable mortgage of properties, 
personal guarantees of directors of customer companies, demand promissory notes and post dated cheques varying from case to case. 
Diminishing musharaka financings are secured by first charge on all present and future fixed assets of the client, registered and equitable 
mortgage on properties, personal guarantee of directors, post dated cheques and joint ownership of musharaka assets varying from case to 

case. 
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required 
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upees-- 
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37.1.3 Age analysis of profit accrued on niurabaha investments 

Past due 

O days 
1 day- 89 days 
90 days -179 days 
180 days - 364 days 

June 30, 2018 

Gross amount 
Amount on which 
no suspension is 

required 

Amount on whIch 
suspension is 

required 

Suspension made 
under Prudential 

Regulations 

Carrying amount 
Amount 

Rupees- 

1 yearS less than 2 year 
2 year - less than 3 year 2,459,641 2,459,641 2,459,641 

3 year or more 12,835,727 12,835,727 12,835,727 

Total 15,295,368 ¶5,295,368 15,295,368 

Past due 

0 days 
I day -89 days 
9Odays- 179 days 
180 days -364 days 
1 year - less than 2 year 
2 year - less than 3 year 
3 year or more 
Total 

2,068,453 
2,732,411 
8.019,086 

12,819,950 

2,068,453 
2,732,411 
8,019.086 

12,819,950  

2,068,453 
2,732,411 
8,019,086 

12,819,950 

37.1.4 Age analysis of murabaha investments 

Past due June 30, 2018 

Gross amount 
Amount on which 

no provision is 
required 

Amount on which 
provision is 

required 

Provision made 
under Prudential 

Regulations 

Carrying amount 
Amount 

10,559,988 10,559,988 10,559,988 

36,947,483 36,947,483 36,947,483 

276,124.486 276,124,486 259,817,058 16,307,428 

323,631,957 10,559,988 313,071,969 296,764,541 26,867,416 

June 30, 2017 

Gross amount 

Amount on which 
no provision is 

required 

Amount on which 
provision is 

required 

Provision made 
under Prudential 

Regulations 

Carrying amount 
Amount 

0 days 
1 day -179 days 
180 days- 364 days 
I year- less than 2 year 
2 year - tess than 3 year 
3 year or more 
Total 

Past due 

0 days 14,895,252 14,895,252 14,895,2 52 

1 day-179 days 
180 days -364 days 
1 year - less than 2 year 36,947,483 36,947,483 36,947,483 

2 year- less than 3 year 93,500,000 93,500,000 88,867,80 1 4,632,199 

3yearand above 183,180,057 183,180,057 171,250,157 11,929,900 

Total 328,522,792 14,895,252 313,627,540 297,065,441 31,457,351 
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37.1.5 Age analysis of ijarah rentals receivable 

Past due June 30, 2018 

Gross amount 

Amount on which 
no provision! 

. - 
suspension is 

required 

Amount on which 
provision I 

. - 
suspension is 

required 

Provisioril 
suspension made 
under Prudential 

Regulations 

Carrying amount 
Amount 

421,702 421,702 421,702 
12,892,197 12,892,197 12,892,197 

325,290 325,290 325,290 

102,401 - 102,401 3,463 98,938 
108,540,087 108,540,087 48,018,513 60,521,574 
122,281,677 13,639,189 108,642,488 48,021,976 74,259,701 

June 30,2017 

Gross amount 

Amount on which 
no provision! 

. , 
suspension is 

required 

Amount on which 
provision! 

, - 
suspension is 

required 

Provision! 
suspension made 
under Prudential 

Regulations 

Carrying amount 
Amount 

0 days 
1 day -89 days 
90 days -179 days 
180 days - 364 days 
1 year - less than 2 year 
2 year - less than 3 years 
3 year or more 
Total 

Past due 

0 days 940,414 940,414 - - 940,414 

1 day -89 days 10,564,673 10,564,673 - 10,564,673 

90 days -179 days 523,210 523,210 523,210 

180 days -364 days 27,914 27,914 4,746 23,168 

1 year - less than 2 year 3,270,553 3,270,553 180,386 3,090,167 

2 year - less than 3 years 83,296,711 83,296.711 28,491,311 54,805,400 

3 year or more 12,998,504 12,998,504 12,998,504 
Total 111,621,979 12,028,297 99,593,682 41,674,947 69,947,032 

37.1.6 Age analysis of diminishing musharaka financing 

Past due June 30, 2018 

Gross amount 
Amount on which 

no provision is 
required 

Amount on which 
provision Is 

required 

Provision made 
under Prudential 

Regulations 

Carrying amount 
Amount 

Rupees 

0 days 7,660,288 7,660,288 7,660,288 

1 day -179 days 10,396,494 10,396,494 10,396,494 

180 days- 364 days 
1 year - less than 2 year 
2 year - less than 3 year 
3 year or more 
1 year - less than 2 year 
2 year - less than 3 years 4,337,634 - 4,337,634 - 4,337,634 
3yearormore - - - 
Total 22,394,416 18,056,782 4,337,634 - 22,394,416 
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Past due June 30, 2017 

Gross amount 
Amount on which 

no provision is 
required 

Amount on which 
provision is 

required 

Provision made 
under Prudential 

Regulations 

Carrying amount 
Amount 

Rupees 

0 days 16,364,820 16,364,820 16,364,820 
1 day-179 days 15,893,820 15,893,820 15,893,820 
180days-364 days 
1 year - less than 2 year 
2 year - tess than 3 year 
3 year and above 
1 year- less than 2 year 4,337,634 - 4,337,634 - 4,337,634 

2 year - less than 3 years 
3 year or more 
Total 36,596,274 32258,640 4,337,634 36,596,274 

37.1.7 Age analysis of profit accrued on diminishing musharaka financing 

Past due June 30, 2018 

Gross amount 
Amount on which 
no suspension is 

required 

Amount on which 
suspension is 

required 

Suspension made 
under Prudential 

Regulations 

Carrying amount 
Amount 

Rupees 

561,471 

843,095 

561,471 

843,095 843,095 

561,471 

1,404,566 561,471 843,095 843,095 561,471 

June 30, 2017 

Gross amount 
Amount on which 
no suspension Is 

required 

Amount on which 
suspension Is 

required 

Suspension made 
under Prudential 

Regulations 

CarrYing amount 
Amount 

0 days 
90 days -179 days 
180 days -364 days 
1 year - less than 2 year 
2 year- less than 3 year 
3 year or more 
2 year - less than 3 years 
3 year or more 
Total 

Past due 

0 days 

Rupees..... 

90 days-179 days 388,493 388,493 388,493 

l8odays-364day5 - 
1 yearS less than 2 year 705,646 705,646 705,646 

2 year - less than 3 year 
3 year or more - 
2 year - less than 3 years - 
3 year or more 
Total 1,094,139 388,493 705,646 705,646 388,493 

Provisions are recognized by the Modaraba on the basis of time based criteria given under Prudential Regulations for Modarabas and subjective 
evaluation carried out on an ongoing basis. 
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37.1.8 The Modaraba manages credit ñsk and its concentration through diversification of activities to avoid undue concentration of risks with individuals, groups or specifc industry 
segments. For this purpose, the Modaraba has established exposure limits for individuals and industhal sectors. Break-up of credit hsk exposure by class of business is as 
follows: 

Jun 30,2018 

ljarah 
receivables and 

assets 

Net Investment in 
ljarah finance 

Murabaha 
investments 

Diminishing 
musharaka 

Total % age 

Rupees- 

Transport and communications 14,047,543 - - 1,957,189 16,004,732 2.05 

Education 1705,455 - - - 1,705,455 0.22 

Power 1,416,228 15,000,000 - 16,418,228 2.10 

Textiles 52,426,371 26,944,448 266,713,000 322,974 348,406,793 44.67 

Constructon - - - 0.00 

Engineening 1,765,419 4,762,236 6,527,655 0.84 

Food 86,907,145 - 16,059,988 - 104,967133 13,46 

Individuals 43,338,248 - 3,878,099 47,216,347 6.05 

Financial institutions 16,146,997 - - 16,146,997 2.07 

Manulacluring indusljies 3,305,219 - 23,859,542 - 27,164,761 3.48 

Miscellaneous 26,092,510 - - 11,473,918 37,566,428 4.82 

Total 247)153,135 28,944,448 323,632,530 22,394,416 622,124529 79.76 

Jun 30, 2017 

ljarah 
receivables and 

assets 

Net Investment in 
tjarah finance 

Murabaha 
investments 

Diminishing 
musharaka 

Total V. age 

Rupees 

Transport and communications 19,623,592 - 300,933 6,957,805 26,882,330 3.45 

Education 1,723,981 - - 1,723,981 0.23 

Power 1,675,769 - 15,000,000 16,675,769 2.14 

Teuliles 63,462,792 55,829,233 266,967,065 2,772,744 389,031,834 49.88 

Construction 9297000 - - 9,297,000 1.20 

Engineering 2,491,992 - 23,659,542 4,337,634 30,689,168 3.94 

Food 94,545,613 - 22,395,252 116,940,865 15,00 

Individuals 93,230,168 - 9,788,688 103,018,876 13.21 

Financial institutions 19,491,860 - 19,491,880 2.50 

Manufaclurtng indust'ies 30,625,849 - - 30,625,849 3.93 

Miscellaneous 22,896,976 12,739,403 35,636,379 4.57 

Total 359,065,632 55,829,233 328,522.792 36,596,274 780,01 3,931 100 

37.2 Liquidity risk 

Liquidity rtsk is the nisk that the Modaraba will encounter difficuFty in meeting its financial obligations as they fall due. Liquidity risk adses because of the possibility that the 
Modaraba could be required to pay its liabilities eadier than expected or difficulty in raising funds to meet commitments associated with financial liabilities as they tall due. The 
Modaraba's approach to managing liquidity is to ensure, as far as possible, that it will always have sutf cient liquidity to meet its liabilities when due, under both normal and 
stressed conditions, without incuring unacceptable losses or damage to the Modaraba's reputation. The following are the contractual matutites of financial liabilities, 
including interest I profit payments: 

Jun 30, 2018 

Carrying amount 
Contractual cash 

flows 
6 months or less 6 to 12 months I year to 2 years 2 years to 5 years 

Non-derivative financial liabilities 

Rupees  

Accrued profit 2,564,748 2,564.748 2,564,748 

Short term finanoes 217,063,388 217,063,388 217,063,388 

Creditors, accrued and other liabilities 922,447 922,447 922,447 

Total 220,550.583 220,550,583 220,550,583 
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June 30, 2017 

CarryIng amount 
Contractual cash 

8 months or less 6 to 12 months I year to 2 years 2 years to 5 years 

Non-derivative financial liabilities 
Accrued profit 2,094,045 2,094,045 2,094,045 - - 
Shari term finances 20t634,754 202,794,126 202,794,125 - - 
Creditors, accrued and other liabilities 1539,512 1,539512 1,539.512 - - 
Long term finances 50,000,002 59.120,516 19,867762 19.815,570 19.437.184 
Total 255,268,313 265,548,199 226,295,445 19,815,570 19,437,194 

37.2.1 The conk-actual cash flows relating to the above financial liabilities have been determined on the basis of mark-up / profit rates effective as at the reporting dale (and indudes 
both principal and profit payable thereon). 

37.3 Market risk 

Market risk is the risk that changes in market price such as foreign exchange rates, interest! profit rates and equity prices will effect the Modarabas income or the value at its 
holdings of financial instruments. 

37.3.1 Currency risk 

Currency risk is the risk that the tair value or tuture cash flow of a financial instrument will fluctuate because at changes in foreign exchange rates. Currency risk arises mainly 
from future commercial transactions or receivables and payables the exist due to transacfions in foreign currencies. Currently, the Modaraba dces not have any receivables or 
payables that exist due to transacticns in foreign currencies which expose it to currency risk. 

31.3.2 Interest I profit rate risk 

This represents the risk that the fair value or tulure cash tows of a financial instrument will tuctuate because of changes in market interest / profit rates. 

The Modarabas interest I profit rate risk arises from shod term finance, short term fnances, bank balances in saving accounts, net investment in ijarah finance, diminishing 
musharaka, murabaha investments and loans to employees. Shod term investments, short term finances, rnurabaha investments, diminishing musharaka and balances in 
saving accounts are at variable rates, that expose the Modaraba to cash tow interest I profit rate risks. Long term loans to employees made at fixed rate expose the 
Modaraba to fair value interest / profit rate risk. 

At the reporting dale the interest I profit rate profile ot the Modaraba's interest bearing financial instruments was: 

Fixed rate instruments 

Financial assets 

2018 2017 
Rupees Rupees 

Loans to employees 858,497 1,556,981 

Floating rate instruments 

Financial assets 

Murabaha innestments 29,393,239 135.629,163 

ljarah rentals receivable 74.259,701 69 947 .032 

Cash and bank balances 51,653,789 49.707,521 

Diminishing musharaka financing 22,394,416 36,596,274 

Net investment in ijarah finance 17,230,714 32,922,331 

Shovi term investments 30,895,000 

Financial liabilities 

Long term finances - 50,000,002 

Shod term fnances 217063,398 201,634,754 

Fair value sensitivity analysis for fixed rate instruments 

The Modaraba does not account for any fixed rate financial assets and liabilities at flair value through preft or loss. Therefore, a change in interest / profit rate at the reporting 
date would not affect profit or loss of the Modaraba. 
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Cash flow sensitivity analysis for variable rate instruments 

A change of 100 basis points in interest / profit rates at the reporting date would have increased / (decreased) the toss for the year by the amounts shown below. The anatysis 
assumes that alt other variabtes remain constant. The analysis is performed an the same basis (cc the year 2017. Following wilt be impact on the profit and tess account and 
the equity of the Modaraba: 

June 30, 2018 June 30, 2017 
100 bps 100bps 

Increase I Decrease Increase I Decrease 
Rupees Rupees Rupees Rupees 

Floating rate financial assets 2,258,269 (2,258,269) 2,203,119 (2,203,119) 
Ftoafing rate financial liabilities (2,170,634) 2,170634 (2,516,349) 2,516,349 
Net effect 87,635 (87635) (313.230) 313,230 

The sensitivity analysis prepared is not necessarily indicafive ot the effects on toss for the year and assets / liabilities ot the Modaraba. This analysis is prepared assuming 
that amounts of liabilities and assets outstanding at reporting dates were outstanding for the entire year. 

37.3,3 Other price risk 

Other price risk represents the risk that the fair value or future cash flows of a financial instrument wilt fluctuate because of changes in market prices (other 
than those arising from interest I profit rate risk or currency risk), whether those changes are caused by factors specific to the individual financial 
instrument or its issuer, or factors affecting all similar financial instrument traded in the market. The Modaraba is not exposed to commodity price risk and 
equity price risk. 

Financial instruments by categories 

Financial assets as per balance sheet 

Loans and receivables 

2018 2017 
Rupees Rupees 

Cash and bank balances 51,653,789 49,707,521 
tjarah rentals receivable 74.259,701 69,947,032 
Accrued profit 595,657 388,493 
Murabaha investments 29,393,239 135,628,163 
Net investment in ijarah finance 17,230,714 32.922,38 1 
Diminishing musbaraka financing 22,394,416 36,596,274 
Advances, prepayrnents and other receivables 1,212,829 1.503.788 
Long term loans and deposits 858,497 1,596,381 

197,598,842 328,290,033 

Available for Sate 

Short term investments 30,895,000 

Financial liabilities as per balance sheet 

Loans and receivables 

Accrued profit payable 2,564,748 2,094,045 
Shod term finances 217,063,388 201,634,754 
Creditors, accrued and other liabilities 922,447 1,539,512 
Long term finances - 50,000,002 

255,268,313 255,268,313 

Note 38 
Recognized Fair Value Measurements - Financial Instruments 

Fair value hierarchy 

Certain financial assets and financial liabilities are not measured at fair value if the cartying amounts are a reasonable approximafion of fair value. Due to shod term 
nature, carrying amounts of certain financial assets and financial liabilities are considered to be the same as their flair value, For the majority of the non-current 
receivables, the fair values are also not significantly different from their canying amounts. Judgements and estimates are made in detenmining the fair values of the 
financial instruments that are recognized and measured at flair value in these financial statements. To provide an indication about the reliability of the inputs used in 
determining fair value, the Modaraba ctassifies its financial instruments into the following three levels. As at the reporting date, the Modaraba has short term 
investments which are required to be grouped into level 2. These levels are explained as under. 
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Level 1: The fair value 0f financial instruments traded in active markets (such as publicly traded derivatives, and trading and available-for-sale securities) is based 
on quoted market prices at the end of the reporting period, The quoted market price used for financial assets held by the modaraba is the current bid price. 
These instruments are included in level I. 

Level 2: The fair value of financial instruments that are not traded in an active markel (for example, over-the-counter derivatives) is determined using valuafion 
techniques which maximize the use of observable market data and rely as little as possible on entity-specific estimates. If alt significant inputs required to 
fair value an instrument are observable, the instrument is included in level 2. 

Level 3: If one or more of the significant inputs is not based on observable market data, the instrument is included in level 3. This is the case tor unlisted equity 
securities, - 

Note 39 
Balances And Transactions With Related Parties 

Related parties comprise associated companies, modaraba management company and its holding undertaking, directors of the Modaraba management company and 
key management personnel. Detail ot transactions with related parties and balances outstanding with them at the reporting dates are as follows: 

39.1 Balances outstanding at the reporting date 

2018 2017 
Rupees Rupees 

Bank accounts with National Bank of Pakistan 384,760 295,938 
Finances from National Bank of Pakistan 217,063,388 251,634,756 

39,2 Transactions during the year 

Related party Relationship Nature of Transaction 

Nafional Bank of Pakistan Modaraba Management Long tent finance repaid 50,000,002 33,333,332 
Company's holding company Short term finance obtained - net 15,428,634 48,283,832 

ljarah rentals received 12,587,931 12,586,443 
Mark up paid 15.515,847 22,348,749 

Remuneration to key management personnel 6,036,558 4,929,638 

Note 40 
Segment Information 

40.1 As per tFRS 8. operating segments are reported in a manner consistent with the internal reporting used by the chief operating decision-maker. The chiet 
executive officer (CEO) of the Modaraba has been identified as the chief operating decision-maker, who is responsible for allocating resources and 
assessing performance of the operating segments. 

40.2 The CEO is responsible for the Modaraba's entire product portfolio and he considers the business as a single operating segment. The Modaraba's asset 
allocation decisions are based on a single integrated investment strategy and the Modaraba's performance is evaluated on an overall basis, 

40.3 The internal reporting provided to the CEO for the Modaraba's assets, liabilities and performance is prepared on a consistent basis with the measurement 
and recognition principles of approved accounting and reporting standards as applicable in Pakistan. The Modaraba is domiciled in Pakistan. All of the 
Modaraba's income is from investment in entities incorporated in Pakistan. The Modaraba also has a diversified certificate holder population. As at June 
30, 2018. there was only one (June 30. 2017: one) certificate holder (National bank of Pakistan - the holding company of the Modaraba Management 
Company) who held more than 10% of the Modaraba's certificate capital. Its holding was 30% (June 3D, 2017: 30%). 

Note 41 
Date of Authorization For Issue 

These financial statements have been approved by the Board of Directors of National Bank Modaraba Management Company Limited and authorized for issue on 
on October 02, 2018 

Note 42 
General 

Comparative figures are re-arranged, wherever necessa', to facilitate comparison. No material re-arrangements have been made in tbese financial statements. 
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Lahore: October 02, 2018 

Chief Executive Officer Director 'L/,,/' Director Chief Financial Officer 
Nalionat Bank Modaraba National Bank Modaraba Npfional Bank Modareba National Bank Modaraba 

Management Company Limited Manwgemenl Company Limited Management Company Limited Management Company Limited 
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PATTERN OF CERTIFICATE HOLDING 
AS ON JUNE 30, 2018 

Number of 
ShareHolders 

Shareholdings 
From 

To Total Number of 
Share Held 

Percentage of 
Total Capital 

76 1 - 100 2711 001 

344 101 - 500 165114 0.66 

206 501 1000 192,270 0.77 

209 1001 5000 616,354 2.47 

8? 5001 10000 701,283 2.81 

27 10001 - 15000 369,709 1.48 

24 15001 - 20000 433,792 1.74 

22 20001 25000 502,990 2.01 

16 25001 - 30000 466,787 1.87 

5 30001 35000 156,900 0.63 

9 35001 - 40000 347,502 1.39 

4 40001 - 45000 173,965 0.70 

6 45001 - 50000 295,990 1.18 

2 50001 55000 106,272 0.43 

1 55001 - 60000 56,000 0.22 

1 60001 - 65000 62,500 0.25 

1 65001 - 70000 66,500 0.27 

2 75001 80000 153,995 0.62 

85001 - 90000 90,000 0.36 

90001 - 95000 95,000 0.38 

6 95001 . 100000 600,000 2.40 

1 115001 - 120000 115,500 0.46 

1 130001 - 135000 132,500 0.53 

2 150001- 155000 308,000 1.23 

1 155001 - 160000 159,800 0.64 

1 165001 - 170000 168,000 0.67 

180001 - 185000 181500 0.73 

2 195001 - 200000 400,000 1.60 

2 205001 210000 416,966 1.67 

1 215001 220000 216,500 0.87 

1 240001 245000 242,002 0.97 

1 265001 270000 267,000 1.07 

1 270001 275000 273,998 1.10 

3 295001 - 300000 896,600 3.59 

2 405001 410000 819,500 3.28 

590001 595000 590,500 2.36 

1280001 - 1285000 1,281,500 5.13 

1495001 . 1500000 1,500,000 6.00 

1870001 . 1875000 1,874,500 7.50 

1995001 - 2000000 2,000,000 8.00 

7495001 - 7500000 7,500,000 30.00 

1,076 25,000 000 100.00 
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CATEGORIES OF CERTIFICATE HOLDERS 
AS ON JUNE 30, 2018 

Ser # Code Category No. of 
Shareholder 

Shares 
Held 

Percentage 
of Total 
Capital 

1 1 Individuals 1,066 16,674,501 66.6980 

2 4 Joint Stock Companies 6 202,601 0.8064 

3 9 Modaraba Management Cos 7,500,000 30.0000 

4 10 Funds 1 300,000 1.2000 

5 24 Others 2 323,898 1.2956 

ITOTAL: 1.076 25,000,000 1 oo.0000l 

51 



a 
Annual Report 2018 

CATEGORIES DETAILS 
AS ON JUNE 30, 2018 

Catagory Numbers of Certificates 

Individuals 16,674,501 

Joint Stock Companies 

1 MAPLE LEAF CAPITAL LIMITED 1 
2 MUHAMMAD AHMED NADEEM SECURITIES (SMC-PVT) 100 

LIMITED 
3 DOSSLANI'S SECURITIES (PVT) LIMITED 500 
4 FIKREES (PRIVATE) LIMITED 500 
5 AMZ SECURITIES (PVT) LIMITED 500 
6 SALIM SOZER SECURITIES (PVT.) LTD. 200,000 

Joint Stock Companies 201,601 

Modaraba Management Cos 

1 NATIONAL BANK MODARBA MANAGEMENT COMPANY 7,500,000 
LIMITED 

Modaraba Management Cos 7,500000 

Funds 

1 TRUSTEES D.G.KHAN CEMENT CO.LTD.EMR RF 300,000 

Funds 300,000 

Others 

1 TRUSTEES ALOO&MINOCHER DINSHAW CHR.TRUST 49,900 
2 TEACHERS RESOURCE CENTRE 273,998 

Others 323,898 

25,000,000 

Certificate Holding Of 5% Or Above 

NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED 7,500,000 

SHAKEEL ARSHAD 1,874500 

DURAIN CASSIM 1,500,000 

DINAZ CASSIM 2,000,000 

FIR. DDIN CASSIM 1,218,500 

be 'true CoPy 
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NOTICE OF 16TH ANNUAL REVIEW MEETING & BOOK CLOSURE 

Notice is hereby given that the 16d  Annual Review Meeting of certificate holders of First National 
Bank Modaraba will be held on Monday, October 28, 2019 at 11:00 am. at Ground Floor, NW' 

RHQs Building, 26 — McLagon Road, Lahore to review the performance of the Modaraba for the 
year ended June 30, 2019. 

The Certificate Transfer Book will remain closed from October 22,2019 to October 28, 2019 (both 
days inclusive) forthe purpose of eligibilityto attend theAnnual Review Meeting. 

The certificate holders whose names appear on the Register of Certificate Holders of First National 
Bank Modaraba at the close of business as on October 21,2019 will be eligible to attend the Annual 
Review Meeting. All transfers received in order, up to the close of business on October 21,2019 at 
our Registrar's Office, Hameed Majeed Associates (Pvt.) Limited, H.M House, 7— Bank Square, 
Lahore will be considered in time. 

By order of the Board 

Farah Aslam 
Company Secretary 

National Bank Modaraba Management Company Limited 
Managers of First National Bank Modaraba 
Lahore: September 2612019 
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Vision: 

To offer Shariah complaint Islamic Financial Products in 
the financial market so as to achieve optimum customer satisfaction 

and develop sustainable business relationships. 

Mission: 

Promote an Islamic Financial Institution where values of 

management excellence, professionalism, human resource 
development are promoted such that interests of all 

stakeholders are safeguarded. 
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Annual Shari'ah Advisor's Report 
While conducting the Shariah review of First National Bank Modaraba managed by National Bank Modaraba, 

Management Company Limited (NBMMCL), a wholly owned subsidiary of National Bank of Pakistan for the 

financial year ended June 30, 2019, we found that FNBM did not extend any fresh financing. Further, the 

Modaraba did not receive any fresh funds were accepted. Therefore, the report remains more or less the same. 

In my opinion: 

i. The Modaraba has a mechanism for Shari'ah compliance and the systems, procedures and policies 

adopted by the Modaraba are in line with the Shari'ah principles; 

ii. No significant developments took place during the year. 

iii. The previous financing agreement(s) entered into by the Modaraba are Shari'ah compliant and the 

agreement(s) have been executed on the formats as approved by the Shariah advisor and all the related 

conditions have been met; 

iv. To the best of my information and according to the explanations given to me, the business transactions 

undertaken by the Modaraba and all other matters incidental thereto are in conformity with the Shari'ah 

requirements as well as the requirements of the Prospectus, Islamic Financial Accounting Standards as 

applicable in Pakistan and the Shari'ah Compliance and Shari'ah Audit Regulations for Modarabas 

v, Prof it sharing ratios, profits and charging of losses (if any) relating to any deposit raising product conform 

to the basis and principles of Shari'ah. 

vi. Earnings realized from non-compliant sources were credited to charity accounts. 

Observation(s) 

However, during the review, we found that it has been found that no fresh financial activity took place, so 

observations remain same as previous: 

i. FNBM is maintaining bank accounts with conventional Bank. 

U. Financing from conventional Bank(s) have been secured. 

Recommendation(s) 

Following are some recommendation: 

i. ENBM must maintain account(s) in Islamic Banks/Islamic Windows of Conventional Banks only. 

H. Matter arising from previous report where we instructed to replace all credit lines with conventional banks 

with Islamic Banking facilities. It is still outstanding and the management needs to resolve this at 

the earlies. 

Conclusion 

Based on the above-mentioned fact, I am of the view that the business operations of First National Bank Modaraba 

are Shariah compliantup tothe bestof my knowledge. 

Mufti Ehsan Waquar 

Shariah Advisor 

Dated: September 19, 2019 
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DIRECTORS' REPORT 

Board of Directors of National Bank Modaraba Management Company Limited (NBMMCL), the management Company 
of First National Bank Modaraba (FNBM), presents the directors report on the 161h  annual accounts of FNBM for the 
period ended June 30 2019. These accounts have been audited by the statutory auditors of the Modaraba and are 
accompanied by their audit report. 

1. Financial Results: 
(Amounts In Rupoes) 

Year Ended June 
30, 2019 

Year Ended June 
30, 2018 

Year Ended June 
30, 2017 

Year Ended June 
30, 2016 

Year Ended June 
30, 2015 

Year Ended June 
30, 2014 

Balance Sheet SIn 303,068110 
356.066.321 508.478,472 841,306,270 1,248,349,011 1,692,658,474 

Total Equity (22110114) 8,154,162 16,333,070 87,692,752 141,525,254 263,701,324 

Toealoperallng&Other 
Income 

22,260,145 76,030,467 
179801,462 314,368,924 451,401,503 558,123,884 

Operating & Financial 
Eap. 

52,357,465 
71,817,951 163,231,481 302,048,194 460,444,217 592,335,961 

Protltfortheperiod (35,716,364) (8,178,908) (71,359.682) (53,832,502) (122,176,070) 34,212.077) 

Modaraba co.'s 
Management Fee Nil Nil Nil Nil Nil Nil 

Netproritaftertaa (35,716,364) 
(8,178,908) (71,359,682) (53,832,502) (122,176,070) 34,212,077) 

Earning per certIficate 
(Rs.) 

(1.43) 
(0.33) (2.85) (2,15) (4.89) (1.37) 

Return on Assets I'/e) (11.78) (2.30) (13.9) (6.39) (9,76) (2.01) 

Return on Equity 
'lu) 162) (101) (436.9) 61.52) 87.14) (12.92) 

Dividend Paid (%) Nil Nil Nil Nil Nil Nil 

Breakup value per 
certificate (Rs.) (1.42) .33 0.64 3.52 5.64 10.52 

2. Economic and Sector Outlook  

The economy during the year 2018-2019 remained turbulent and was marked with high inflation, depreciating rupee 
value, high interest rates etc, as the newly elected Govt. was on its toes to handle the ground realities and eventually 
resorted to IMP's program whereby it tightened its fiscal and monetary policies in order to manage a huge external and 
internal debt burden piled up over past many years, Although the movement in exchange rates favored exporters, the 
business activity however did not pick up in general, while many import based industries went out of business. Despite 
approval of IMF program, the necessary stability and certainty in the economy needed for stimulating reasonable 
public/private sector investments did not come about during the year. Nasty local politics and regional geopolitical 
situation marked with military standoff involving air skirmishes on eastern borders perhaps kept potential investors 
waiting. The stock market indices accordingly more or less kept sliding down during the year. The energy shortages were 
although reduced considerably, however its cost did not appear to have suited many industrial setups. The local 
businessmen are still showing reluctance to come to terms with the new tax regime. Nevertheless the economy is 
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is expected to adjust with the changing realities and would hopefufly revive in the coming years when investors begin to 
see any continuity and soundness of Govt's economic policies, and more and more investors get attracted towards export 
based industries. 

Financial sector, including the Modaraba sector, remained more or less steady. Although the present level of market 
interest rates apparently suites financial intermediaries, however they are depriving private sectorirom the credit needed 
to fuel investment growth. Also the sustainable performance of the financial sector depends on the growth in private 
entrepreneurships and investments, including rehabilitation of those industrial units where most of the sector's credit 
portfolio is stuck up. It is hoped that the market interest rates would soon be rationalized and credit would become 
accessible and feasible for businesses especially for SMEs. However along with any policy of lowering the interest rates, 
it is essential to put regulations in place to avoid spillover of the available credit in non-productive avenues. As far as 
Islamic financial industry is concerned, it is growing as usual and where financial Modarabas can also prosper by 
developing their own niche markets through innovation, technology and product development. 

Going Concern Assumption 

Due to accumulated losses, Board of Directors of parent bank, National Bankof Pakistan (NBP) in its meeting held on 22nd 
June2018 resolved to review and reverse its earlier decision of cessation of Modaraba and to re-capitalize it with Rs 
300Million by issuing certificates at Rs 10 per certificate. For this purpose Securities and Exchange Commission of 
Pakistan(SECP) has accorded its approval on December 3,2018 for issuance of further certificates other than right to 
NBR In this respect NBP has sought SBP approval and the matter is still pending. 

However, the absence of fresh equity and execution of the business plans as intended by the management, there exists 
material uncertainty that casts significant doubts about the Modaraba's ability to continue as a going concern. Therefore 
on advice of our external auditors, these financial statements have been prepared on the basis of estimated realizable I 
settlementvalues of assets and liabilities respectivelyas fully explained in note 1.2 to the financial statements. 

Review of ODerations: 

During the period under review, the management remained focused only on recovery from non-performing portfolio. 
Several recovery suits that were earlier initiated against defaulter parties were decreed in FNBM's favor by the relevant 
Banking Courts, and their execution proceedings were underway. In this respect, subsequent to the year end, a total of 
Rs.11.5 million was recovered from a couple of defaulter clients, and more such recoveries are expected in the current 
year. On the otherhand regular portfolio has performed well and generated income consistently. 

The balance sheet size shrunk from Rs,356 million in the corresponding yearto Rs.303 million this year. The Income from 
credit portfolio has decrease considerably due to maturiUes of the regular portfolio. Finance cost has increased by almost 
40% during the period under review due to increase in market interest rates. Despite general inflation the operating 
expenses were kept under control and remained around Rs.1 5 Million which is same as last year. However the operating 
loss when coupled with a net charge of further provisioning on account of reduction in FSVs of collaterals held against 
some old classified accounts, resulted in a net loss of Rs.35 million The loss per certificate accordingly remained at 
Rs. 1.43 as against Rs.0.33 in the corresponding year. 

FNBM ensures conformity with the Shariah compliance and Shariah audit mechanism for Modarabas. In this respect 
Sharia'h Advisor's report is attached. The amounts advised by the Sharia'h advisor to be paid as charity, has been 
credited to the charity account. During the year, an amount of Rs. 0.45 Million was paid as charity to approved charitable 
institutions as per policy approved bythe Board of Directors. 

Profit Distribution 

Board in its meeting held on September 26,2019 did notdeclare any dividends due to the aforementioned reasons. 

07 



ale  
Annual Report 2019 

Future Outlook: 

Following the decision of NBP for injection of equity and along with achieving substantial recoveries from non 
performing loans, the new business activity is planned to be focused mainly on small ticket financing of consumer/ 
commercial vehicles and standalone machinery/equipment to small and medium size enterprises. 

The returns on new financing, coupled with recoveries from existing non-performing classified portfolio, are 
expected to enable FNBM to start paying dividends regularlywithin few years. 

3. Corporate and Financial Reporting Framework:  

The financial statements, prepared by the management of the Modaraba, present fairly its state of affairs, the 
result of its operations, cash flows and changes in equity. 

Proper books of accounts of the Modaraba have been maintained. 

Accounting policies have been applied consistently, unless otherwise stated in financial statements, in 
preparation of financial statements and accounting estimates are based on reasonable and prudent judgment. 

International Financial Reporting Standards, International accounting standards, and Islamic Financial 
Accounting Standards as applicable to Modarabas in Pakistan, have been followed in preparation of financial 
statements. 

The system of internal control, which is sound in design is in place and is being continuously reviewed by intemal 
audit. The process ofreviewwill continue and anyweakness in controlswill be removed. 

These financial statements are prepared on non-going concern basis. 

There has been no material departure from the best practices of corporate governance as detailed in the listing 
regulations exceptforthose specifically mentioned in the statement of compliance with the CCG, 

There are no statutory payments on account of taxes, duties, levies and charges, which are outstanding as on 
June 30,2019 exceptthose disclosed in the financial statements. 

During the year ended June 30,2019 four (04), meetings of the Board of Directors were held. Besides (04) four 
Audit committee and two (02) HR Committee meetings along with two(02) risk management committee 
meetings were also held.Attendance by each directors is as follows: 

Name 
No, of Attendance 

Board 
Audit 

Committee 
HR 

Committee 
RM 

Committee 

i. Rehmat Ali Hasnie 4 N/A 1 N/A 

H. Syed Jamal Baquar 1 N/A N/A 

Hi. Khawaja Waheed Raza 4 2 2 

iv. Mr. Jamal Nasim 4 N/A 2 

v. Mr. Muhammad lqbal Hussain N/A 2 2 

vi, Mr. Muhammad lmran Malik 4 N/A N/A N/A 

vH. Mr. Abbas Azam 4 N/A N/A N/A 

08 



First National Bank Modaraba 

The remuneration of the CEO and meeting fee of the non-executive members of the board of directors are paid by the 
management company, NBMMCL. 

The pattern of certificate holders is annexed. 

1. Auditors: 

The auditors MIs. Horwath Hussain Chaudhry & Co CharteredAccountants, who were auditors of previous year as well 
have given their consent to act as auditors for the yearending June 30,2020. Their appointment has been confirmed by 
the Board, subjectto approval by the Registrar, Modaraba Companies and Modarabas SECR 

2. Acknowledgement:  

The Board would like to take this opportunity of expressing gratitude and thanks to our valued customers for their 
patronage and support, the Securities and Exchange Commission of Pakistan, Pakistan Stock Exchange, and NBFI & 
ModarabaAssociation of Pakistan fortheircontinuance supportand guidance. 

For and on Behalf of the Board 

Chief Executive Officer September 26, 201g 
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Board 
Audit 

Committee 
HR 

Committee 
RM 

Committee 

i. Rehmat All Hasnie 4 N/A 1 N/A 

H. Syed Jamal Baquar 1 N/A N/A 

Hi. Khawaja Waheed Raza 4 4 2 2 

iv. Mr. Jamal Nasim 4 N/A 2 

v. Mr. Muhammad lqbal Hussain 4 N/A 2 2 

vi. Mr. Muhammad lmran Malik 4 N/A N/A N/A 

vii. Mr. Abbas Azam 4 N/A N/A N/A 
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First National Bank Modaraba 

Statement of Compliance with Listed Companies 
(Code of Corporate Governance) Regulations, 2017 

Name of company First National Bank Modaraba 
Yearending June30,2019 

The companyhas complied with the requirementsof the Regulations in thefollowing manner: 
1. The total numberof directors is7as perthe following: 
a.Male : 7 
b. Female: 0 
2.Thecompositionof board isasfollows: 

Category 
Number of Directors in 

each category Name 

Independent 

Director 
3 

Mr. Muhammad lqbal 

Hussain 

Mr. Jamal Nasim 

Mr. Khawaja Waheed 
Raza 

Executive 
Director 1 Mr. AbbasAzam 

Non-Executive 
Director 3 

Mr. RehmatAli Hasnie 

Mr. Syed Jamal Baquar 

Mr. lmran Malik 

3. The directors have confirmed that none of them is serving as a directoron more than five listed companies, including this company 
(excluding the listed subsidiariesof listed holding companieswhere applicable) 

4. The company has prepared a Code of Conduct and has ensured that appropriate steps have been taken to disseminate it 
throughoul the company along with its supporting policiesand procedures. 

5. The board has developed avision/mission statement, overall corporate strategyand significant policies of the company.Acomplete 
record of particulars of significant policies alongwiththe dateson which theywere approved oramended has been maintained. 

6.All the powers of the board have been duly exercised and decisions on relevant matters have been taken by board/shareholders as 
empowered bythe relevant provisions of theActand these Regulations. 

7. The meetings of the board were presided over by the Chairman and, in his absence, by a director elected by the board for this 
purpose. The board has complied with the requirements of Act and the Regulations with respect to frequency, recording and 
circulating minutes of meeting of board. The Board has metforthe firstquarterof the yearon 2 October, 2018. 

8. The board of directors has a formal policy and transparent procedures for remuneration of directors in accordance wilh theAct and 
these Regulations. 

9. Three out of seven directors, which is fractionally shortof one half, had either acquired the prescribed certification under a director 
training program orobtained exemption from the Commission under the regulation. By end of next year itwill be ensured that at least 
75% of directors acquire the prescribed certification orobtain exemption fromthe commission. 

10. The board has approved appointment of CFO, Company Secretary and Head of Internal Audit including their remuneration and 
terms and conditions of employment and complied with relevant requirements of the Regulations. 

11. CFO and CEO duly endorsed thefinancial statements before approval of the board. 

13 
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12. The board has formed committees comprising of members given below: 

Committee No of Members Chairman of Committee Members 

Audit Committee 3 Jamal Nasim 
Jamal Nasim 

Khawaja Waheed Raza 

Syed Jamal Baquar 

HR & Remuneralion 
Committee 3 Khawaja Waheed Raza 

Khawaja Waheed Raza 

RehmatAli Hassnie 

Muhammad lqbal Hussain 

Risk Management 
Committee 3 Khawaj Waheed Raza 

Khawaja Waheed Raza 

Muhammad lqbal Hussain 

Jamal Nasim 
Nomination Committee NA 

13. Theterms of reference of the aforesaid committees have beenformed, documented and advised tothe committeeforcompiance. 

14. The frequencyof meetings (quarterly/half yearly/yearly)of the committeeswas as perfollowing: 

Committee No of Meetings 

Audit Committee 4 
HR and Remuneration Committee 2 

Risk Management Committee 2 

Nomination Committee NA 

15. The board has set up an effective internal audit function Who are considered suitably qualified and expehenced for the purpose 
and are conversantwith the policies and procedures of the company. 

16. The statutory auditors of the company have confirmed that they have been given a satisfactory rating under the quality control 
review program of the ICAP and registered with Audit Oversight Board of Pakistan!  that they or any of the partners of the firm, their 
spouses and minor children do not hold shares of the company and that the firm and all its partners are in compliance with 
International Federation ofAccountants (IFAC)guidelines on code of ethics as adopted bythe ICAP. 

17. The statutory auditors or the persons associated with them have not been appointed to provide other services except in 
accordance with the Act!  these regulations or any other regulatory requirement and the auditors have confirmed that they have 
observed IFAC guidelines in this regard. 

18. The position of Company Secretary and the CEO shall be segregated to meet CCG's requirements. 

19. We confirm thatall otherrequirementsof the Regulations have been complied with. 

Signature(s) 
Chairman 
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First National Bank Mociaraba 

Review Report on the Statement of Compliance contained in Listed Companies 

(Code of Corporate Governance) Regulations, 2017 

We have reviewed the enclosed Statement of Compliance with the Usted Companies (Cede 
of Corporate Governance) Regulations, 2017 (the Regulations) prepared by the Board of 
Directors of National Bank Modaraba Management Company Umited (the Management 
Company) for and on behalf of First National Bank Modaraba (the Modaraba) for the year 
ended June 30, 2019 in accordance with the requirements of regulation 40 of the 
Regulations. 

The responsibility for compliance with the Regulations is that of the Board of DIrectors of the 
Company. Our responsibility is to review whether the Statement or Compliance reflects the 
status of the Company's compliance with the provisions of the Regulations and report if It 
does not and to highlight any nan-compliance with the requirements of the Regulations. A 
review is limited primarily to inquiries of the Company's personnel and review of various 
documents prepared by the Company to comply with the Regulations. 

As a part of our audit of the finandal statements we are required to obtain an understanding 
of the accounting and Internal control systems sufficient to plan the audit and develop an 
effective audit approach. We are not required to consider whether the Board of Directors' 
statement on Internal control covers all risks and controls or to form an opinion on the 
effectiveness of such internal controls, the Company's corporate governance procedures and 
risks, 

The Regulations require the Company to place before the Audit Committee, and upon 
recommendation of the Audit Committee, place before the Board of Directors for their 
review and approval, its related party transactions and also ensure compliance with the 
requirements of section 208 of the Companies Act, 2017. We are only required and have 
ensured compliance of this requirement to the extent of the approval of the related party 
transactions by the Board of Directors upon recommendation of the Audit Committee. We 
have not carded out procedures to assess and determine the Company's process for 
identification of related parties and that whether the related party transactions were 
undertaken at am's length price or not. 

Based on our review, nothing has come to our attention which causes us to believe that the 
Statement of Compliance does not appropriately reflect the Company's compliance, in all 
material respects, with the requirements contained in the Regulations as applicable to the 
Company for the year ended June 30, 2019. 

Further, we highlight below instances of non-compliance with the requirements or the 
Regula&ns as reflected in the paragraph reference where these are stated in the Statement 
of Compliance: 

Description 

The Board did not have a meeting in respect of first quarter 
until as later as October02, 2019. 

At least 50 of the Directors have not acquired the prescribed 
certification under the Directors TrainIng Program or obtained 
exemption from the Commission as required under clause 20 
of the Regulations. 

The Chief finandal Officer and Company Secretary ci 
Modaraba is the same persan, 

tLant 
Lahore HORWATh IlUSSAIN CPIAUDIIURY & Cc). 
Dated 26, September 2019 Chartered Accountants 
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AUDITORS' REPORT TO THE CERTIFICATE HOLDERS 
We have audited the annexed balance sheeter First National Modaraba Cthe Modaraba") as 
at June 30, 2019 and the related profit and loss aariunt, statement of comprehensive income, 
cast, flow statement and statw'ient of changes in equity tngether wtth the notes forming part 
thereof (hereinafter referred to as the financial stanents), hi-  the year then ended and we 
state that we have obtained all Hr information and explanations which, to the best of our 
knowledge and belief, were nary for the purposes of our audit. 

Theseflnandal slatements are the Modaraba Company's (National Hank Moclaraba Management 
Company Umited) responsibility who is also responsIble to establish and maintain a system ci' 
iniFt-nal control, and prepare and present the above said state,i.ents In Conttmtlty with the 
approved aurttlng standards es applicable in Pakistan and the requIrements of the P4odaraba 
Companies and Isfodaraba (Floatatton and Control) Ordinance, 1980 (XXXI of 1980) and the 
Niodaraba Companies and Moctaraba Rules, 1981. Our responsibilIty is to express an opinion on 
these statnents based on our audit. 
We conducted our audit in accordance with the auditing standards as applicable in Paidstan. 
These standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of any material misstatement An audit Indudes 
examining on a test basis; evidence sutrting the amounts and d1scljres in the financial 
statements. An audit also Includes assessing the accounting policies and significant estimates 
made by the Modaraba Company, as well as, evaluating the overall presentation of the financial 
sthtnents. We believe that our audit provides a reasonable basis for our opinion and, after due 
verification, we report that 

a) In cur opinion, proper books of accounts have been kept by the Modaraba Company in 
respect of the Modaraba as required by the Modaraba Companies and Modaraba 
(Ploatatlon and Control) Ordinance, 1980 Q000 01' 1980) and the Modaraba Companies 
and Modaraba Rules, 1981; 

b) in Our opinion; 
(I) the balance sliest and profit and loss aunt together with the notes thereon 

have been drawn up In confonnity with the Modaraba Companies and Modaraba 
(Floatatlon and Ccnbvl) Ordinance, 1980 fl000  of 1980) and the Mixiaraba 
Companies and Modaraba Rules, 1981, and are in agreement with the books of 
accounts and are further In accordance with the counting policies consistently 
applied; 

(II) the expenditure Incurred during the year was for the purpose of the Modaraba's 
business; and 

(iii)	 the business conducted, Investments made and the expenditure lnwrred during 
the year were in accordance with the objects, terms and conditions of the 
Mociaraba; 

c) in our opinion and to the bestof our Irifomiation and according to the explanations given 
to us, the balance sheet, profit and loss account, statement of compreheisive ir,r.sane, 
cash flow statttand statwnentof changes inequity together with the notes forming 
partthereof conform with approved accounting standards as applIcable In Pakistan, and, 
give the information requIred by the Modaraba Companies and Modaraba (rbatauon end 
Control) Ordinance, 1%0 000(1 of 1980) and the Modaraba Companies and Modaraba 
Rules, 1981, in the manner so required and respectively give a true and lair view of the 
state of the Modaraba's affairs as at 3une 30, 2019 and of the ices, comprehensive loss, 
Its cash flows and changes in equity for the year then ended; and 

d) no Zakat was deductible at source under the Zakat and Ushr OrdInance, 1980 QQIUI of 
1980). 

We draw attention to Note 1.2 of the ampanied financial statements, which Indicates that the 
Modaraba Incurred a net loss of Rs. 35.716 million during the year ended June 30, 2019. As of 
that date the Niodaraba's current liabilities exceeded its current assets by Rs. 109,010 Mlilon, its 
net liabilities ameunted to Rs. 22.110 million and its accumulated ises amounted to Rs. 
316.065 million. Moreover, National Bank of Pakistan's plan to recapitalize the Modaraba by 
injecting further Rs. 300 mIllion Is awaiting apprtwal from the State Bank of Pakistan. This 
situation indicates that a material uncertainty e,dsts that may cast significant doubt on (tie 
Niodarate's atilityto continue as going conceni. The,erurt, these financial Stntai,leflts have been 

epared on the basis of estImated realIzable I settlement values of assets and liabIlitIes 
respec*l'.'ely. Estimated realirable / settlement values are based on the management's best 
estimata Estimation involves judgment based on the latest available, reliable information, 
historical experience and other factors, induding expectation of future events that are believed 
to be reasonable under the drnimstances. In future, those estimates may need revision if 
changes occur In the drcurnstart on which the estimates are based or as a result or new 
information. Hence, the ultimate values at whIch asset wlii be realized and liabilities will be 
sethed may be dIfferent from those carried in these financial statements. Our opinion Is not 
qualified In respect of this matter.

iL.ck 
HORWATH HUSSAIN CHALJDHURY ACO. 

LAHORE Chaflered Accountants 
Dated: September 26, 2019 (Engagemeni Partner: Amin Au) 

16 



2:4 
First National Rank Modaraba 

BALANCE SHEET 
AS AT JUNE 30, 2019 

2019 2018 

ASSETS 

CURRENT ASSETS 

Note Rupees Rupees 

Cash and bank balances 6 11,329,223 51,653,759 
Short term murabaha investments - secured 7 16.136.222 16,308,001 
Accrued profit 8 2,192041 1097,997 
Short term investments 9 74,518,664 30.895,000 
ljarah rentals receivabte 10 69,521,441 74.259,701 
Advances, prepayments and other receivables 11 4.421,491 3,324,398 
Current portion of non current assets 12 34,922,373 42,303,266 

213,043,455 219,842.152 
NON-CURRENT ASSETS 

Net investment in ijarah finance 13 1,650,864 
Diminishing musharaka financing - secured 14 1.977,113 
Long term murabaha investments - secured 15 5.893.939 7, 206 .979 
Long term loans and deposits 16 190. 780 470,143 
Intangible asset 17 
Fixed assets under ijarah arrangements 18 83,900.189 124 .87 1.4 58 
Fixed assets - own use 19 39. 747 47,612 

90,024.655 136.224.169 

TOTAL ASSETS 303,068,110 356,066,321 

LIABILITIES 

CURRENT LIABILITIES 

Accrued profit 4,505,879 2,564,748 
Deferred murabaha income 7 
Short term finances - secured 20 217,063,388 217 .063, 388 
Creditors, accrued and other liabilities 21 17,928,939 19,032,000 
Current portion of non-current liabilities 22 82,555,415 104.053,372 

322,053,621 342,713,508 
NON-CURRENT LIABILITIES 

Security deposits against ijarah assets 23 590,000 2,802,200 
Deferred murabaha income 24 2,234,603 2,406,131 

3,124603 5,208, 33 

TOTAL LIABILITIES 325,178,224 347,921,839 

NET (LIABILITIES) (ASSETS (22,110,114) 8,144,482 

FINANCED BY: 

Certificate capital 25 250,000,000 250,000.000 
Statutory reserves 26 43,955.189 43,955,189 
Accumulated loss (316,065.303) (285,810,707) 

CONTINGENCIES AND COMMITMENTS 27 

TOTAL EQUITY AND RESERVES (22,110,114) 8,144.482 

The annexed notes from 1 to 41 form an integral part of these financial statements. 

Lahore: September 26, 2019 

Chief Execullve offtcer Director Direclor Chief Financial Officer 
National Bank Modaraba Natronal Bank Modaraba National Bank Modaraba National Bank Modaraba 

Managanient Company Limited Management Company Limited Management company Limited Management Company Limited 

17 



Annual Report 2019 

PROFIT AND LOSS ACCOUNT 
FOR THE YEAR ENDED JUNE 30, 2019 

2019 2018 
Note Rupees Rupees 

INCOME FROM OPERATIONS 

Ijarah rentals earned / income from ijarah finance 8,444,363 61,957,831 
Profit on diminishing musharaka financing 1,709,031 1,962,269 
Profit on murabaha investments 67,948 169,780 
Profit on bank deposits 920,506 944,994 
Profit on disposal of ijarah assets 679,410 936,127 
Profit on disposal of owned assets 30,000 
Profit on short term investment 6,369,850 1,923,820 

18,221,108 67,894,821 
OTHER INCOME 

Reversal of provision charged for doubtful receivables - net ai 4,000,003 11,494,018 
Other income 28 39,034 79,929 

4,039,037 11,573,947 

TOTAL INCOME 22,260,145 79,468,768 

EXPENSES 

Depreciation on ijarah assets is (14,795,254) (40,280,305) 
Operating expenses 29 (15,137,194) (15,551,096) 
Finance cost 30 (22,425,017) (15,986,550) 

TOTAL EXPENSES (52,357,465) (71,817,951) 

OPERATING (LOSS) / PROFIT BEFORE PROVISIONS AND TAXATION (30,097,320) 7,650,817 

Provision charged for doubtful receivables - net 31 (5,619,044) (3.438,301) 
Impairment loss on ijarah assets - net 18 - (12,401,104) 

(35,716,364) (8,188,588) 
Modaraba Company's management fee 32 

LOSS BEFORE TAXATION (35,716,364) (8,188,588) 

Taxation 33 

NET LOSS FOR THE YEAR (35,716,364) (8,188,588) 

LOSS PER CERTIFICATE - BASIC AND DILUTED 34 (1.43) (0.33) 

The annexed notes from 1 to 41 form an integral part of these financial statements. 

Chief Executive Officer Director Director Chief Financial Officer 
Nalionat Bank Modaraba National Bank Modaraba National Bank Modaraba National Bank Modaraba 

Lahore: September 26, 2019 Management company Limited Management Company Limited Management Company Limited Management Company Limited 
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First National Bank Modaraba 

STATEMENT OF COMPREHENSIVE INCOME 
FOR THE YEAR ENDED JUNE 30, 2019 

2019 2018 
Rupees Rupees 

Net Loss for the Year (35,716,364) (6,188,588) 

Other Comprehensive Income: 

Items that will not be reclassified to profit and loss 

Items that maybe reclassified subsequently to profit and loss 

- Surplus on revaluation of sukuks 5,461,768 

Other comprehensive income for the year 5,461 768 

Total Comprehensive Loss for the Year (30,254,596) (8,188,588) 

The annexed notes from ito 41 form an integral pad of these financial statements. 

Chief Executive Officer Director Director Chief Financial Officer 
Natronal Bank Modaraba National Bank Modaraba National Bank Modaraba National Bank Modaraba 

Lahore; September 26, 2019 Management company Limited Management company Limited Management Company Limited Management company Limited 
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CASH FLOW STATEMENT 
FOR THE YEAR ENDED JUNE 30, 2019 

2019 2018  
Rupees Rupees 

CASH FLOWS FROM OPERATING ACTIVITIES 

Finance cost paid 
Income taxes paid 
Profit received on bank deposits 
Long term loans and deposits - net  

35 14,365,415 55,563,832 

(20,483,886) (15,515,847) 
(934,047) (108,504) 
920,506 944,994 
427,874 698,384 

Net Cash (Used in) I Generated from Operating Activities 

CASH FLOWS FROM INVESTING ACTIVITIES 

Fixed assets - own use acquired 

Short term investments acquired - net 

Proceeds from disposal of net investment in ijarah finance 

Proceeds from disposal of own assets 

Proceeds from disposal of ijarah assets 

Net Cash Used in Investing Activities 

CASH FLOWS FROM FINANCING ACTIVITIES 

Short term finances - net 
Dividend paid to certificate holders 
Long term finances - repaid  

(5,704,138) 41,582,859 

(38,161,896) 

30,000 

3,511,468 

(60,500) 

(30,895,000) 

19,023,150 

6,879,533 

(34,620,428) (5,052,817) 

15,428,634 
(12,406) 

(50,000,002) 

Net Cash Used in Financing Activities - (34,583,774) 

Net (Decrease)! Increase in Cash and Cash Equivalents (40,324,566) 1,946,268 

Cash and cash equivalents at the beginning of the period 51,653,789 49,707.521 

Cash and Cash Equivalents at the End of the Year 11,329,223 51,653,789 

The annexed notes from 1 to 41 form an integral part of these financial statements, 

  

___ 

 

      

Chief Executive Officer Director Director Chief Financiai Officer 
NailonaL Bxnk Modaraba Naiionai Bank Modaraba Nationai Bank Mcdaraba Nahcnai Bank Modaraba 

Labore: September 26, 2019 Management Company Limited Management company Limiied Management company Limiied Management company Limiied 
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First National Bank Modaraba 

STATEMENT OF CHANGES IN EQUITY 
FOR THE YEAR ENDED JUNE 30, 2019 

Particulars 

Certificate 

Capital 

Statutory 

Reserve 

Accumulated 

Loss 
Total Equity 

Rupees 

Balance as at June 30, 2017 250,000,000 43,955,189 (277,622,119) 16,333,070 

Comprehensive loss for the year 

Net loss for the year (8,188,588) (8,188,588) 

Other comprehensive loss for the year 

Total comprehensive loss for the year (6,188,588) (8,188,588) 

Transferred to statutory reserve 

Balance as at June 30, 2018 250,000,000 43,955,189 (285,810,707) 8,144,482 

Comprehensive loss for the year 

Net loss for the year (35,716,364) (35,716,364) 

Other comprehensive income for the year 5,461,766 5,461,768 

Total comprehensive loss for the year (30,254,596) (30,254,596) 

Transferred to statutory reserve 

Balance as at June 30, 2019 250,000,000 43,955,189 (316,065,303) (22,110,114) 

The annexed notes from ito 41 form an integral part of these financial statements. 

chief Executive Officer 
National Bank Modaraba 

Labore: September 26, 2019 Management Company Limited 

Director 
National Bank Modaraba 

Management company IJniited  

Director Chief Financial officer 
National Bank Modaraba Naticnat Bank Modaraba 

Management company Limited Management company Limited 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2019 

Note 1 
Legal Status and Nature of Business 

1.1 First National Bank Modaraba ('the Modaraba") is a multi-purpose, perpetual and multi-dimensional 
Modaraba formed under the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 and 
Rules framed thereunder. The Modaraba is managed by National Bank Modaraba Management Company 
Limited (a wholly owned subsidiary of the National Bank of Pakistan (NBP)), incorporated in Pakistan under the 
repealed Companies Ordinance, 1984 (now the Companies Act, 2017) and registered with the Registrar of 
Modaraba Companies. The registered office of the Modaraba is situated at Ground Floor, National Bank of 
Pakistan, Regional Headquarters Building, 26-Mc Lagon Road, Lahore. 

The Modaraba is listed on Pakistan Stock Exchange Limited (PSX). It commenced its operations on December 
4, 2003 and is currently engaged in various Islamic modes of financing and operations including ijarah, 
musharaka and murabaha arrangements. 

1.2 Going concern assumption 

During the year, the Modaraba made loss before Modaraba Company's Management Fee' of Rs. 35.716 million 
(2018: Rs. 8.188). As at the reporting date, its current liabilities exceed its current assets by Rs. 109.010 million 
(2018: Rs. 122.871 million) and its accumulated losses amount to Rs. 316.065 million (2018: Rs. 285.811 
million). Although total security deposits amounting to Rs. 83.392 million are adjustable against ijarah assets, 
and apart from short term borrowings obtained from NBP there are no major payables; the Registrar Modaraba 
has issued a show cause notice to the Modaraba as to why should the proceedings to wind up the Modaraba not 
be initiated in terms of Section 23(1)(ii)(b) of the Modaraba Companies and Modaraba (Floatation and Control) 
Ordinance, 1980 in purview of consistent operating losses of the Modaraba. 

In the view of above, NBP resolved in its meeting of Board of Directors dated June 22, 2018 to review and 
reverse its earlier decision of the cessation of the business of the Modaraba and recapitalize the Modaraba by 
injecting Rs. 300 million against the issuance of 30 million certificates of Rs, 10 each. This resolution was made 
public through corporate announcement on PSX dated July 13, 2018. To this affect, in its extraordinary general 
meting of the certificate holders of the Modaraba dated November 30, 2018, a special resolution was passed for 
issuance of 30 million Modaraba certificates of Rs. 10 each, valuing Rs. 300 million in aggregate, to National 
Bank of Pakistan, as otherwise than right. 

The Securities and Exchange Commission of Pakistan (SECP) has accorded its approval on December 3, 2018 
for issuance of further certificates, other than right to NBP. Consequently, on January 23, 2018 NBP applied to 
the SBP seeking approval of injection of Rs, 300 Million in the equity of the Modaraba. The approval of injection 
of equity through the aforementioned arrangement is awaited from SBR The management is confident that with 
the injection of Rs. 300 million it would be able to execute its proposed business plan and become profitable. The 
matter is under consideration in NBP in accordance with the advices of the SBP made in its correspondences 
with the NBP so as to ensure compliance with the relevant prudential regulations. Meanwhile, NBP is also 
processing approval for granting deferral in payments of accrued markup in order to ease out the Modaraba's 
cash flows. 

However, in the absence of fresh equity and execution of the business plans as intended by the management, 
the above factors indicate the existence of material uncertainty that casts significant doubts about the 
Modaraba's ability to continue as a going concern, and therefore, it may be unable to realize its assets and 
discharge its liabilities in the normal course of business. Therefore, these financial statements have been 
prepared on the basis of estimated realizable I settlement values of assets and liabilities respectively. 
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Note 2 
Basis of Preparation 

2.1 Statement of compliance 

These financial statements have been prepared in accordance with the accounting and reporting standards as 
applicable in Pakistan. The accounting and reporting standards applicable in Pakistan comprise of: 

- International Financial Reporting Standards (IFRS), International Accounting Standards (lAS) and Islamic 
Financial Accounting Standards as are notified under the provisions of the Companies Act, 2017; 

Provisions of and directives issued under the Companies Act, 2017, Modaraba Companies and Modarabas 

(Flotation and Control) Ordinance, 1980, Modaraba Companies and Modaraba Rules, 1981 and Prudential 
Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan. 

Wherever, the requirements of the approved accounting standards differ with the requirement of the Companies 
Act, 2017, Modaraba Companies and Modarabas (Floatation and Control) Ordinance, 1980, Modaraba 
Companies and Modaraba Rules, 1981 or the directives issued by the Securities and Exchange Commission of 
Pakistan (SECP), the requirements of latter take precedence. 

2.2 Accounting convention 

These financial statements have been prepared on the basis other than going concern using estimated realizable 
I settlement values of the assets and liabilities respectively. In realizable / settlement value basis assets are 
carried at amount of cash and cash equivalents that could currently be obtained by selling the assets in an 
orderly disposal. Liabilities are carried at their settlement values, that is the undiscounted amounts of cash or 
cash equilvants expected to be paid to satisfy the liabilities in the normal course of business. Previously, these 

financial statements were prepaid under the historical convention, except for certain financial instruments which 
were carried at fair value. 

2.3 Functional and presentation currency 

These financial statements are prepared and presented in Pak Rupees which is Modarabas functional and 
presentation currency. All financial information presented in Pak Rupees has been rounded off to the nearest 
rupee unless otherwise stated. 

Note 3 

Use of Estimates and Judgments 

The preparation of financial statements in conformity with approved accounting standards requires management to make 

judgments, estimates and assumptions that affect the application of policies and reported amounts of assets, liabilities, 
income and expenses. These estimates and associated assumptions are based on historical experience and various 

other factors that are believed to be reasonable under circumstances, results of which form the basis of making 
judgment about carrying amounts of assets and liabilities that are not readily apparent from other sources. Actual results 
may differ from these estimates, 

These estimates and underlying assumptions are reviewed on an ongoing basis, Revisions to accounting estimates are 
recognized in the period in which estimates are revised if the revision affects only that period, or in the period of revision 
and future periods if the revision affects both current and future periods, 

Judgments made by the management that have significant effect on the financial statements and estimates with a 
significant risk of material adjustment in the next year are as under: 

ljarah assets and fixed assets in own use 

The Modaraba reviews the useful lives of fixed assets, both under own use and ijarah arrangements, on regular basis, 

Any change in the estimate in future years might affect the carrying amounts of the respective items of fixed assets with 
a corresponding effect on the depreciation charge and impairment, if any. 
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Note 3, Use of Estimates and Judgments - Continued... 

ljarah rentals musharaka and murabaha investments 

Ijarah rentals, diminishing musharaka financing and murabaha investments are stated net of provision against doubiful 
receivables. Provision is recognized for ijarah rentals receivable, diminishing musharaka financing and murabaha 
investments in accordance with the Prudential Regulations for Modarabas issued by the SECP and on subjective 
evaluation by the management. Bad debts are written off when identified. 

Estimated realizable! settlement values of assets and liabilites respectively 

Based on the management's best estimate, as on the reporting date, carrying values of assets and liabilities reflect 
estimaled realizable I settlement values respectively. The Modaraba has recognized provision for doubtful short term 
murhaba investments, provision for ijarah rentals receivables and provision for long term murhaba investment on the 
basis of prudential regulations and subjective evaluation of non-performing receivables / assets after considering the 
current situation, that the Modaraba may not be able to continue as going concern. These provisions are made in 
addition to the time based criteria given in the Regulation of classification and provisioning for non-performing assets in 
Prudential Regulations for Modarabas. As per guidelines on the basis of preparation of financial statements that are not 
considered going concern issued by the Institute of Chartered Accountants of Pakistan, analysis of upside not 
recognized in the profit and loss account of the Modaraba on assets is disclosed in Note 14.3 in these financial 
statements. Cumulative effect of upside not recognized in the profit and loss of the Modaraba for the year ended June 
30, 2019 amounts to Rs. 0.991 million. 

Note 4 

Adoption of new and revised standards, amendments and interpretations: 

4.1 New and amended standards and interpretations to published approved accounting standards that are 
effective in the current year: 

The following amendments to existing standards and interpretations have been published and are mandatory for 
accounting periods beginning on or after July 1, 2018 and are considered to be relevant to the Modaraba's 
financial statements: 

IFRS 9 'Financial Instruments' (effective for annual periods beginning on or after July 01. 2018). IASB has 
published the complete version of IFRS 9 which replaces the guidance in lAS 39. This final version includes 
requirements on the classification and measurement of financial assets and liabilities; it also includes an 
expected credit losses model that replaces the incurred loss impairment model used previously. 

4.2 New and amended standards and interpretations to published approved accounting standards that are 
not yet effective in the current year 

The following standards and amendments to published accounting standards were not effective during the year 
and have not been early adopted by the Modaraba. The Modaraba intends to adopt these standards, if 
applicable, when they become effective. 

Annual improvements to lFRSs (2015.2017 Cycle) 

AS 19 Employee Benefits (Amendments] 

Conceptual Framework in IFRS Standards [Amendments] 

lAS 1 and lAS 8 (Amendments] 
'IFRIC 23 Uncertainty over Income Tax Treatments 

lAS 28 Investments in Associates and Joint Ventures 
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Note 4, Basis of Preparation - Continued.,. 

Annual improvements to lFRSs (2015-2017 Cycle) relate to IFRS 3 and IFRS 11, as well as lAS 12 and lAS 23, 

Amendments to lAS 19 specify the basis for delermining the current service cost and the net interest expense I 
income for the period between a defined benefit retirement plan amendment, curtailment or settlement and the 
end of the reporting period, 

The IASB has published a revised Conceptual Framework for Financial Reporting that will be used to develop 
new Standards and Interpretations in future. In particular, the definitions of assets and liabilities as well as the 
guidance on measurement and derecognition, presentation and disclosures are amended. This has not resulted 

in any technical amendments to current Standards to date. The amendments merely update the references to 
the Conceptual Framework in existing Standards. The Conceptual Framework itself is not subject of the 
endorsement procedure. 

Amendments to lAS 1 and AS 8 clarify the definition of "material". Besides additional explanations, the definition 
of "material" in the Conceptual Framework as well as all Standards was aligned with the central definition as 
stated in lAS 1. 

IFRIC 23 clarifies the requirements for measuring and recognizing uncertain income tax items. The interpretation 
must be applied to the determination of taxable profit I loss, tax bases, unused tax losses, unused tax credits and 
tax rates when there is uncertainty over income tax treatments under lAS 12. 

Amendment to lAS 28 clarifies that IFRS 9 must be applied to long-term interests that, in substance, form part of 
the net investment in an associate or joint venture to which the equity method is applied. 

4.3 New and amended standards and interpretations to published approved accounting standards that are 
not relevant 

There are certain new standards, amendments to the approved accounting standards and new interpretations 
that are mandatory for accounting periods beginning on or after July 1, 2018, but are considered not to be 
relevant or have any significant effect on the Modaraba's reporting and are therefore, not disclosed in these 
financial statements. 

Note 5 

Summary of Significant Accounting Policies 

The significant accounting policies adopted in the preparation of these financial statements are set out below. These 
policies have been consistently applied to all periods presented, except IFRS 9. 

5.1 Cash and cash equivalents 

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow statement, 
cash and cash equivalents consist of cash in hand and balances with banks. 

5.2 Receivables 

Receivables are due on normal trade terms. These are carried at original invoice amount less provision for 
doubtful debts, if any. Balances considered bad and irrecoverable are written off when identified, 

53 Murabaha investment 

Murabaha investments are stated net of provision. Provision is recognized for Murabaha investments in 
accordance with the time based criteria of the Prudential Regulations for Modarabas issued by the SECP and 
subjective evaluation of management. Outstanding balances are written off when there is no realistic prospect of 
recovery. 
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Note 5, Summary of Significant Accounting Policies - Continued 

Murabaha receivable are recorded by the Modaraba at the invoiced amount and disclosed as such in the 
balance sheet. Purchases and sales under murabaha and the resultant profit are accounted for on the 
culmination of murabaha transaction, 

The profit on that portion of sales revenue not due for payment are deferred by accounting for a debit to 
"unearned murabaha income" account with the corresponding credit to "deferred murabaha income" account and 
shown in the balance sheet as a liability. 

5.4 Financial instruments 

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or 
equity instrument of another entity. 

5.4.1 Financial assets 

All financial assets are recognized at the time when the Modaraba becomes a party to the contractual provisions 
of the instrument. Regular purchases and sales of financial assets are recognized and derecognized, as 
applicable, using trade-date accounting or settlement date accounting. 

Classification 

The Modaraba classifies its financial assets in the following categories: at amortized cost, at fair value through 

other comprehensive income and at fair value through profit and loss. The classification is based on its business 
model for managing the financial assets and the contractual cash flow characteristics of the financial asset. The 

management determines the classification of its financial assets at the time of initial recognition. 

a) Financial assets at amortized cost 

A financial asset is measured at amortized cost if the financial asset is held within a business model whose 
objective is to hold financial assets in order to collect contractual cash flows and the contractual terms of the 
financial asset give rise on specified dates to cash flows that are solely payments of principal and profit on the 
principal amount outstanding. 

b) Financial assets at fair value through other comprehensive Income 

A financial asset is measured at fair value through other comprehensive income if the financial asset is held 

within a business model whose objective is achieved by both collecting contractual cash flows and selling 
financial assets and the contractual terms of the financial asset give rise on specified dates to cash flows that are 
solely payments of principal and profit on the principal amount outstanding. 

c) Financial assets at fair value through profit and loss 

A financial asset is measured at fair value through profit and loss unless it is measured at amortized cost or at 

fair value through other comprehensive income. 

Reclassification 

When the Modaraba changes its business model for managing financial assets, it reclassifies all affected 
financial assets accordingly. The Modaraba applies the reclassification prospectively from the reclassification 

date. 
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Note 5, Summary of Significant Accounting Policies - Continued. - - 

In case of reclassification out of the amortized cost measurement category to fair value through profit and loss 
measurement category, fair value of the financial asset is measured at the reclassification date. Any gain or loss 
arising from a difference between the previous amortized cost and fair value is recognized in profit and loss. 

In case of reclassification out of fair value through profit and loss measurement category to the amortized cost 
measurement category, fair value of the financial asset at the reclassification date becomes its new gross 
carrying amount. 

In case of reclassification out of the amortized cost measurement category to fair value through other 

comprehensive income measurement category, fair value of the financial asset is measured at the 
reclassification date. Any gain or loss arising from a difference between the previous amortized cost and fair 
value is recognized in other comprehensive income. The effective mark up rate and the measurement of 
expected credit losses are not adjusted as a result of the reclassification. 

In case of reclassification out of fair value through profit and loss measurement category to the fair value through 
other comprehensive income measurement category, the financial asset continues to be measured at fair value. 

In case of reclassification out of fair value through other comprehensive income measurement category to the 
fair value through profit and loss measurement category, the financial asset continues to be measured at fair 
value. The cumulative gain or loss previously recognized in other comprehensive income is reclassified from 
equity to profit and loss as a reclassification adjustment at the reclassification date. 

Initial recognition and measurement 

Alt financial assets are recognized at the time when the Modaraba becomes a party to the contractual provisions 
of the instrument, Regular purchases and sales of investments are recognized on trade-date - the date on which 
the Modaraba commits to purchase or sell the asset. 

Subsequent measurement 

Financial assets carried at amortized cost are subsequently measured using the Effective Interest Rate (EIR) 
method. 

When the contractual cash flows of a financial asset are renegotiated or otherwise modified and the 
renegotiation or modification does not result in the derecognition of that financial asset, the Modaraba 
recalculates the gross carrying amount of the financial asset and recognizes a modification gain or toss in profit 
and loss. 

Financial assets 'at fair value through other comprehensive income' are marked to market using the closing 
market rates and are carried in the balance sheet at fair value. Net  gains and losses arising on changes in fair 
values of these financial assets are recognized in other comprehensive income. Mark-up calculated using the 
effective interest rate method is credited to the statement of profit and loss. Dividends on equity instruments are 
credited to the statement of profit and loss when the Modaraba's right to receive payments is established. 

Financial assets 'at fair value through profit and loss' are marked to market using the closing market rates and 

are carried in the balance sheet at fair value. Net  gains and losses arising on changes in fair values of these 
financial assets are taken to the profit and loss account in the period in which these arise. 

Fair values of quoted investments are based on current prices. If the market for a financial asset is not active 
(and for unlisted securities), the Modaraba measures the investments at cost less impairment in value, if any. 

27 



Annual Report 2019 

Note 5, Summary of Significant Accounting Policies - Continued.., 

Derecognition 

Financial assets are derecognized when: 

- the contractual rights to receive cash flows from the assets have expired; or 

- the Modaraba has transferred its rights to receive cash flows from the asset or has assumed an obligation to 
pay the received cash flows in full without material delay to a third party under a 'pass-through' arrangement; 
and either: 

a) the Modaraba has transferred substantially all the risks and rewards of the asset; or 

b) the Modaraba has neither transferred nor retained substantially all the risks and rewards of the 
asset, but has transferred control of the asset. 

The difference between the carrying amount and the consideration received is recognized in profit and loss. 

If the Modaraba transfers a financial asset in a transfer that qualifies for derecognition in its entirety and retains 
the right to service the financial asset for a fee, it recognizes either a servicing asset or a servicing liability for 
that servicing contract. 

When the Modaraba has transferred its rights to receive cash flows from an asset or has entered into a pass 
through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership. 
When it has neither transferred nor retained substantially all of the risks and rewards of the asset, nor 
transferred control of the asset, the Modaraba continues to recognize the transferred asset to the extent of its 
continuing involvement. In that case, the Modaraba also recognizes an associated liability which cannot be offset 
with the related asset. The transferred asset and the associated liability are measured on a basis that reflects the 
rights and obligations that the Modaraba has retained. 

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of 
the original carrying amount of the asset and the maximum amount of consideration that the Modaraba could be 
required to repay. 

If the Modaraba's continuing involvement is in only a part of a financial asset, the Modaraba allocates the 
previous carrying amount of the financial asset between the part it continues to recognize under continuing 
involvement, and the part it no longer recognizes on the basis of the relative fair values of those parts on the 
date of the transfer. The difference between the carrying amount allocated to the part that is no longer 
recognized and the consideration received for the part no longer recognized is recognized in profit and loss. 

Impairment of financial assets 

Impairment of financial assets is calculated as per prudential regulations for Modarabas as notified by SECP. As 
per the opinion obtained from SECP regarding provision criteria for the Modaraba, provision of section 225 and 
505 of Companies Act, 2017, which described that provision criteria will remain same as framed under Modaraba 
Ordinance, 1980 and rules and regulations framed therein. 
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Note 5, Summary of Significant Accounting Policies - Continued... 

5.4.2 Financial liabilities 

Initial recognition and measurement 

All financial liabilities are recognized at the time when the Modaraba becomes a party to the contractual 
provisions of the instrument. 

Financial liabilities are classified, at initial recognition, as financial liabilities at amortized cost except for financial 
liabilities at fair value through profit and loss, financial liabilities that arise when a transfer of a financial asset 
does not quality for derecognition or when the continuing involvement approach applies. 

The Modaraba does not reclassify any of its financial liabilities 

Financial liabilities are initially recognized at fair value minus transaction costs for all financial liabilities not 
carried at fair value through profit and loss. Financial liabilities carried at fair value through profit and loss are 
initially recognized at fair value and transaction costs are recognized in the profit and loss account. 

The Modaraba's financial liabilities include trade and other payables and loans and borrowings etc. 

Subsequent measurement 

The measurement of financial liabilities depends on their classification, as described below: 

Financial liabilities at fair value through profit and loss 

Such liabilities, including derivatives Ihat are liabilities, are subsequently measured at fair value. 

Financial liabilities at fair value through profit and loss include financial liabilities held for trading and financial 
liabilities designated upon initial recognition as at fair value through profit and loss. The Modaraba has not 
designated any financial liability as at fair value through profit and loss. 

All other liabilities 

All other financial liabilities are measured at amortized cost using the Effective Interest Rate (ElR) method. Gains 
and losses are recognized in profit and loss when the liabilities are derecognized as well as through the EIR 

amortization process. Amortized cost is calculated by taking into account any discount or premium on acquisition 
and fees or costs that are an integral part of the EIR. The EIR amortization is included as finance costs in the 
profit and loss account. 

Derecognition 

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expired. 
Where an existing financial liability is replaced by another from the same lender on substantially different terms, 
or the terms of an existing liability are substantially modified, such an exchange or modification is treated as a 
derecognition of the original liability and the recognition of a new liability, and the difference in respective carrying 
amounts is recognized in the profit and toss account. The difference between the carrying amount of a financial 
liability extinguished or transferred to another party and the consideration paid, including any non-cash assets 
transferred or liabilities assumed, is recognized in profit and loss. 

If the Modaraba repurchases a part of a financial liability, the Modaraba allocates the previous carrying amount 
of the financial liability between the part that continues to be recognized and the part that is derecognized based 
on the relative fair values of those parts on the date of the repurchase. The difference between the carrying 
amount allocated to the part derecognized and the consideration paid, including any non-cash assets transferred 
or liabilities assumed, for the part derecognized is recognized in profit and loss. 
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Note 5, Summary of Significant Accounting Policies - Continued... 

5.4.3 Offsetting of financial assets and liabilities 

Financial assets and liabilities are offset and net amount is reported in the financial statements only when there 
is a legally enforceable right to set off the recognized amount and the Modaraba intends either to settle on a net 
basis or to realize the assets and settle the liabilities simultaneously. 

5.5 Diminishing musharaka financing 

Diminishing musharaka financing is stated net of provision. Provision is recognized in accordance with Prudential 

Regulations for Modarabas issued by the SECP or on the estimate of management, whichever is higher. Bad 
debts are written off when identified. 

5.6 Lease (ijarah) accounting 

The Modaraba provides assets to its clients under ijarah agreements as approved by the Religious Board. ljarah 

arrangements up to June 30, 2008 have been recorded in the books of accounts as finance lease in line with lAS-
17 (Leases) and arrangements beginning on or after July 1, 2008 have been recorded in the books of accounts 
under IFAS-2 (ljarah). 

Under the ijarah arrangements up to June 30, 2008, amount due from lessees under finance leases are 

recorded as receivables at the amount of the net investment in the leases. Finance lease income is allocated to 
accounting periods so as to reflect a constant periodic rate of return on the net investment outstanding in respect 
of the leases. 

As per the requirements of IFAS-2, the Modaraba has presented assets subject to ijarah in its balance sheet 
according to the nature of the asset, distinguished from the assets in own use. Income from ijarah is recognized 
on accrual basis, unless another systematic basis is more representative of the time pattern in which benefit of 
use derived from the leased asset is diminished. Costs, including depreciation, incurred in earning the ijarah 
income are recognized as an expense. 

Net investment in ijarah is stated at present value of minimum ijarah payments. Impairment losses on non-
performing ijarah are recognized at higher of provision required in accordance with the Prudential Regulations for 
Modarabas or at a level which in the judgment of the management is adequate to provide for potential ijarah 
losses. These losses can be reasonably anticipated as the difference between the carrying amount of 

receivables and present value of expected cash flows discounted at the rates implicit in the ijarah agreement. 

5.7 Fixed assets 

5.7.1 Fixed assets under arah arrangements 

Assets given to customers under ijarah arrangements on or after 01 July 2008 are accounted for as operating 
lease and are stated at cost less accumulated depreciation and impairment loss, if any. Assets under ijarah 
arrangements are depreciated using the straight line basis over the shorter of ijarah term or asset's useful life. In 
respect of additions and transfers during the year, depreciation is charged proportionately to the period of ijarah. 

5.7.2 Assets in own use - Tangible 

Tangible fixed assets are stated at cost less accumulated depreciation and impairment loss, if any. Cost in 
relation to the assets comprises acquisition and other directly attributable costs. Subsequent costs are included 
in assets' carrying amounts when it is probable that future economic benefits associated with the item will flow to 
the Modaraba and the cost of the item can be measured reliably. Carrying amount of parts so replaced, if any, is 

derecognized. All other repairs and maintenance are charged to profit and loss as and when incurred. Gain I loss 
on disposals are carried to the profit and loss account in the year of disposal. 
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Note 5, Summary of Significant Accounting Policies - Continued... 

Depreciation is charged to profit and loss using the straight Pine method at the rates as specified in note 18 to 
these financial statements so as to write off the cost of assets over their estimated useful lives without taking into 
account any residual value. Depreciation on addftions to the tangible fixed assets is charged from the month in 
which an asset is available for use while no depreciation is charged for the month in which the asset is disposed 
off. 

Carrying amounts of the Modaraba's assets are reviewed at each balance sheet date to determine whether there 
is any indication of impairment. If such an indication exists, the recoverable amount of such asset is estimated 
and impairment loss is recognized in the profit and loss account. Where an impairment loss subsequently 
reverses, the carrying amount of the asset is increased to the revised recoverable amount but limited to the 
extent of the initial cost of the asset. A reversal of the impairment loss is recognized as income in the profit and 
loss account. 

5.7.3 Assets in own usc - Intangible 

Expenditure incurred on intangible asset is capitalized and stated at cost less accumulated amortization and any 
identified impairment loss, Intangible asset is amortized on straight line basis over a period of three years. 

5.8 Provisions 

Provisions are recognized when the Modaraba has a present, legal or constructive obligation as a result of past 
events and it is probable that an outflow of resources embodying economic benefits would be required to settle 
the obligation and a reliable estimate of the amount can be made. Provisions are reviewed at each reporting date 
and adjusted to reflect the current best estimates. 

The amount recognized as a provision is the best estimate of the consideration required to settle the present 
obligation at the reporting date, taking into account the risks and uncertainties surrounding the obligation. Future 
operating losses are not provided for. 

5.9 Borrowing costs 

Borrowing costs on long term finances are capitalized up to the date of commissioning of respective qualifying 
assets acquired out of the proceeds of such long term finances. All other borrowing costs are recognized in profit 
and loss account. 

5.10 Revenue recognition 

For lease (ijarah) agreements executed on or before June 30, 2008, the unearned finance income is deferred 
and amortized to income over the term of ijarah, applying the annuity method to produce a constant rate of 
return on net investment in ijarah. Unrealized ijarah income on potential lease losses is excluded from the 
income from ijarah operations in accordance with the requirements of the Prudential Regulations for Modaraba 
issued by the SECP. 

For lease (ijarah) agreements executed on or after July 1, 2008 lease rentals are recognized as income on 
accrual basis, as and when the rental becomes due over the ijarah period. 

The deferred murabaha income i.e. the excess of aggregate murabaha instalments over the cost of the asset 
under murabaha investment is deferred and then amortized over the term of the murabaha, so as to produce a 
constant rate of return on murabaha investment. Documentation charges, front-end fee and other murabaha 
income are recognized as income on receipt basis. 

Return on deposits with banks is recognized on lime proportionate basis. 

Profit on diminishing musharaka financing is recognized under the effective mark up rate method based on the 
amount outstanding. 

Income from fee and commission is recognized as and when it becomes due. 
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5.11 Taxation 

5.11.1 Current 

Provision for current taxation is based on taxable income at the current rates of taxation after taking into account 
tax credits available, rebates and exemptions, if any. Under clause 100 of Part — I of Second Schedule to the 
Income Tax Ordinance 2001. the income of non-trading modarabas is exempt from tax provided that not less 
than 90% of their profits are distributed to the certificate holders. 

5.11.1 Deferred 

Deferred tax is provided, using the balance sheet method, on all temporary differences at the reporting date 
between the tax bases of assets and liabilities and their carrying amounts. Deferred tax liabilities are recognized 
for all taxable temporary differences. Deferred tax assets are recognized for all deductible temporary differences 
to the extent that it is probable that the temporary differences will reverse in the future and taxable income will be 
available against which the temporary differences can be utilized. 

5.12 Profit distribution 

Profit distribution to certificate holders is recognized as a liability in the period in which such distribution is 
announced. 

5.13 Segment reporting 

Operating segments are reported in a manner consistent with the internal reporting provided to the Chief 
Operating Decision Maker (the Chief Executive Officer of the Modaraba). Segment results, assets and liabilities 
include items directly attributable to a segment. Segment capital expenditure is the total cost incurred during the 
year to acquire fixed assets and intangible assets. 

5.14 Contingent liabilities 

Contingent liability is disclosed when there is a possible obligation that arises from past events and whose 
existence is confirmed only by the occurrence or non-occurrence of one or more uncertain future events not 
wholly within the control of the Modaraba. 

A contingent liability is also disclosed when there is a present obligation that arises from past events but it is not 
probable that an outflow of resources embodying economic benefits would be required to settle the obligation or 
(he amount of the obligation cannot be measured with sufficient reliability. 

5.15 Related party transactions 

Transactions in relation to business activities with related parties are made at arm's length prices determined in 
accordance with the Modaraba's policy. 
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Note 6 
Cash and Bank Balances 

2019 2018 
Note Rupees Rupees 

Cash in hand 
19,541 

Current accounts 

Associated undertaking - National Bank of Pakistan 223,869 152, 035 
Others 370,055 725,066 

Saving accounts 6.1 593,924 877,101 

Associated undertaking - National Bank of Pakistan 117,319 232,725 
Others 10,617,980 50,524,422 

10,735,299 50,757,147 
11,329,223 51,653,789 

6.1 These carry mark up at the rate of 3.50% to 9.50% (2018: 2.61% to 3.75%) per annum. 

Note 7 

Short term Murabaha Investments - Secured 
2019 2018 

Considered good 
Note Rupees Rupees 

Considered doubtful 243,601,181 243,770,960 
243.601,181 243,770,960 

Add: Deterred murabaha income 2,654,776 2,654,776 
246,255,957 246,425,736 

Less: Provision for non-performing murabaha investments 7.2 (227,462,959) (227.462,959) 
Less: Suspended income (2,654,776) (2,654,776) 

16,138,222 16,308,001 
7.1 These represent investments under murabaha arrangements on deferred payment basis at specified profit 

margins. These investments carry profit ranging from 10.36% to 15.54% (2018: 10.36% to 15.54%) per annum 
and are secured against charge over fixed and current assets, personal guarantees of directors of customer 
companies, registered and equitable mortgage of properties, demand promissory notes and post dated cheques 
varying from case to case. 

7.2 Provision for non-performing murabaha investments 
Opening balance 
Charged during the year 
Reversed during the year 
Closing balance 

Note 8 
Accrued Profit 

227,462,959 227,462,959 

227,462,959 227,462,959 

2019 2018 
Note Rupees Rupees 

Profit on diminishing musharaka receivable 8.1 558,385 561,471 
Profit receivable on sukuks 1,633,656 536.526 

2,192,041 1,097,997 
8.1 Profit held in suspense 

Profit receivable on musharaka finances 1,401,480 1,404,566 
Suspended income 8.1.1 (843.095) (843.095) 

558,385 561.471 

8.1.1 Suspended income account against diminishing musharaka profit receivable is as follows: 
Opening balance 843,095 705,646 
Suspended during the year 137,449 

843.095 843 095 

33 



242. 
4 

Annual Report 2019 

Note 9 

Short Term Investments 

2019 2018 2019 2018 
Number Number Rupees Rupees 

Investments in sukuk of Rs 100,000 each -fair value through OCI 

550 200 Neelum Jehium Sukuk 54,718,664 20,895,000 
200 100 Byco Petroleum Pakistan Limited 19,800,000 10,000,000 
750 300 74,518,664 30,895,000 

Note 10 
ljarah Rentals Receivable 

2019 2018 

Considered good - secured 
Considered doubtful 
Less: Provision for doubtful ijarah rentals receivable 
Less Profit held in suspense account 

10.1 Provision for doubtful ijarah rentals receivable 

Opening balance 
Charged during the year 
Adjustment / reclassifed from suspended profit 
Net charged during the year 
Closing balance 

10.2 Profit held in suspense accounts 

Opening balance 
Income suspended during the year 
Adjustment / reclassified to provision 
Suspended income received 
Net charged during the year 
Closing balance  

Note Rupees Rupees 

1,883,253 13,639,189 
119,364,371 108,642,488 

10.1 (29,007,645) (25,303,438) 
10.2 (22,718,538) (22,718,538) 

67,638,188 60,620,512 
69,521,441 74,259,701 

25,303,438 20,363,489 
3,704,207 3,001,740 

1,938,209 
3,704,207 4,939,949 

29,007,645 25,303,438 

22,718,538 21,311,458 
4,122,976 

(1,938,209) 
(777,687) 

1,407,080 
22,718,538 22,718,538 

Note 11 
Advances, Prepayments and Other Receivables 

2019 2018 
Note Rupees Rupees 

Advances to employees for expenses - 12,530 
Income tax deducted at source 3,341,677 2,407,630 
Prepayments 440,136 193,749 
Other receivables 11.1 639,678 710,489 

4,421,491 3,324,398 

11.1 Other receivables 

Considered good 639,678 710,489 

Considered doubtful 30,083,188 29,680,817 
30,722,866 30,391,306 

Provision against doubtful other receivables 11.2 (30,083,188) (29,680,817) 
639,678 710,489 
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Note 11, Advances, prepayments and other receivables - Continued... 

2019 2018 
11.2 Provision against doubtful other receivables Rupees Rupees 

Opening balance 29,680,817 29,244,256 
Charged during the year - net 402,371 436,561 
Closing balance 30,083,188 29,680,817 

Note 12 
Current Portion of Non Current Assets 

2019 2018 
Note Rupees Rupees 

Net investment in ijarah finance 13 15 .7 18,248 15,579,850 
Diminishing musharaka financing 14 13,730,856 20,417,303 
Long term murabaha invesiments 15 5,193,924 5,878,259 
Long term loans and deposits 16 279,343 427,854 

34,922,373 42,303,266 

Note 13 
Net Investment in ljarah Finance 

Net Investment in 
ljarah Finance 

2019 2018 

Not later 
than one 

year 

Later than 
one and less 

than five 
years 

Total 
Not later 
than one 

year 

Later than one 
and less than 

five years 
Total 

Less: Current portion (Note 12) 

Rupees 

50,840,981 45,655,427 

2,268,214 2,221,514 

5,185,554 

46,700 

50,840,981 

2,268,214 

53,109,195 47,876,941 5,232,254 53,109,195 

(24,164,747) (20,583,357) (3,581,390) (24,164,747) 

28,944,448 27,293,584 1,650,864 28,944,448 

(13,226,200) (11,713,734) (11,713734) 

15,718,248 15,579,850 1,650,864 17,230,714 

(15,718,248) (15,579,850) 

1,650,864 

Minimum ijarah 

rentals receivable 

Residual value of 

ijarah assets 

Gross investment in 

ijarah finance 

Less Unearned 

finance income 

Net investment in 

lease ijarah finance 

Less: Provision for 

doubtful net 

investment in ijarah 

finance (Note 13.2) 

50,840,981 

2,268,214 

53109,195 

(24,164,747) 

28,944,448 

(13,226,200) 

15,718,248 - 

13.1 The Modaraba entered into various ijarah agreements for periods spanning 8 to 14 years (2018: 8 to 14 years). 
Security deposits ranging from 0.1% to 10% (2018: 0.1% to 10%) are obtained at the time of disbursement. The 
rate of profit implicit in ijarah ranges from 9.87% to 16.55% (2018: 9.76% to 11.97%) per annum. 
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Note 13, Net investment in arah finance - Continued... 

1 3.2 Provision for doubtful net investment in ijarah finance 
2019 2018 

Rupees Rupees 

Opening balance 11,713,734 22,906,852 
Charged during the year 1,512,466 
Reversed during the year (11,193,118) 
Net charged during the year 1,512,466 (11,193,118) 
Closing balance 13,226,200 11,713,734 

Note 14 
Diminishing Musharaka Financing- Secured 

2019 2018 
Note Rupees Rupees 

Considered good 9,393,224 18,056,782 
Considered doubtful 4,337,634 4,337,634 
Provision against doubtful diminishing musharaka 14.2 

4,337,634 4,337,634 
13,730,858 22,394,416 

Less: Current portion 12 (13,730,858) (20.417.303) 
1,977,113 

14.1 This represents diminishing musharaka financing arrangements entered for a term of three to four years. The 
Modaraba has provided financing to the extent of 23.69% to 90% of the value of musharaka assets. This 
financing is secured by first charge on all present and future fixed assets of the client, personal guarantee of 
directors, registered and equitable mortgage on properties, post dated cheques and joint ownership of musharaka 
assets on case to case basis. These carry profit at rates ranging between 11.02% to 17.61% (2018: 9.35% to 
14.02%) per annum and are repayable on monthly basis. 

14.2 The provision against doubtful diminishing musharaka financing has not been incorporated as the forced sale 
value of collaterally held assets is greater than the amount receivable from the respective parties. 

14.3 The collaterlly held asset is valued at Rs. 5.329 million by the mangement as of the reporting date, that has 
shown an upside of Rupees 0.991 million which is not recognized in the profit and loss account of the Modaraba. 

Note 15 
Long Term Murabaha Investments - Secured 

2019 2018 
Note Rupees Rupees 

Considered good 8,800,341 10,559,988 
Considered doubtful 65,301,579 69,301,582 

74,101,920 79,861,570 
Add: Deferred murabaha income 24 31,675,826 31,913,554 

15.1 105,777,746 111,775,124 
Less: Provision for doubtful murabaha investments 15.2 (65,301,579) (69,301,582) 
Less: Suspension for doubtful murabaha investments (29,388,304) (29,388,304) 

11,087,863 13,085,238 
Less' Current portion 12 & 15.3 (5,193,924) (5,878,259) 

5,893,939 7.206,979 

15.1 These represent investments under murabaha arrangements on deferred payment basis at a profit margin 
ranging from 9.38% to 15.50% (2018: 9.38% to 15.50%) per annum. These investments are secured against 
charge over fixed and current assets, registered and equitable mortgage of properties, personal guarantees of the 
directors of customer companies, demand promissory notes and post-dated cheques varying from case to case. 
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Note 15, Long Term Murabaha In vestments - Secured- Continued... 

2019 2018 
15.2 Provision for doubtful murabaha investments Rupees Rupees 

Opening balance 69,301,582 69,602,482 
Charged during the year 
Reversed during the year (4,000,003) (300,900) 
Net charged during the year (4,000,003) (300,900) 
Closing balance 65,301,579 69,301,582 

15.3 Current portion of long term murabaha investments 

Murabaha investments 5,141,005 5,759.140 
Deferred murabaha income 25 52,919 119,119 

5,193,924 5,878,259 

Note 16 
Long Term Loans 

2019 2018 
Note Rupees Rupees 

Long term loans to employees 16.1 430,623 858,497 
Security deposits 39,500 39,500 

470,123 897,997 
Less: Current portion 12 (279,343) (427,854) 

190,780 470,143 

16.1 These loans are given to employees of the Modaraba for purchase of vehicles and carry profit at 5% (2018: 5%) 
per annum. Maximum aggregate balance due from employees at the end of any month during the year was Rs. 
431,143 (2018: Rs. 759,043). As a security, vehicles are registered in the name of the Modaraba. 

Note 17 
Intangible Asset 

2019 2018 
Rupees Rupees 

Cost 1,131,300 1,131,300 
Accumulated amortization (1,131,300) (1,131,300) 
Net book value 

17.1 This represents ERP software. As at the reporting date, the intangible asset is fully amortized but still in use of the 
Modaraba. 
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Note 18 
Fixed Assets under ljarah Arrangements 

Plant and 
Description 

Machinery 
Vehicles Total 

Year Ended June 30. 2019 

 Rupees  

Cost 
Balance as at July01, 2018 345,098,196 261,190,434 606,288,630 
Additions 
Disposals (3,791,800) (103,328,250) (107,120,050) 
Balance as at June 30, 2019 341,306,396 157,862,184 499,168,580 

Accumulated depreciation 
Balance as at July 01, 2018 293,670,374 168,475,439 462,145,813 
Charge for the year 16,191,604 (1.396.350) 14,795,254 
Disposals (3,412,628) (77,531,407) (80,944,035) 
Balance as at June 30, 2019 306,449,350 89,547,682 395,997,032 

Accumulated Impairment Loss 
Balance as at July 01, 2018 17,106,617 2,164,742 19,271,359 
Impairment charged 
Balance as at June 30,2019 17,106,617 2,164,742 19,271,359 
Total as at June 30, 2019 17,750,429 66,149,760 83,900,189 

Year Ended June 30. 2018 

Cost 
Balance as at July 01, 2017 409,943,673 454,424,819 864,368,492 

Additions 
Disposals (64,845,477) (193,234,385) (258,079,862) 

Balance as at June 30, 2018 345,098,196 261,190,434 606,288,630 

Accumulated depreciation 
Balance as at July 01,2017 326,352,152 283,702,432 610,054,584 

Charge for the year 23,642,346 16,637,959 40,280,305 
Disposals (56,324,124) (13 1,864.952) (188,189,076) 

Balance as at June 30, 2018 293,670,374 168,475,439 462,145,813 

Accumulated Impairment Loss 
Balance as at July 01,2017 4,705,513 2,164,742 6,870,255 

Impairment charged 12,401,104 12,401,104 

Balance as at June 30, 2018 17,106,617 2,164,742 19,271,359 

Total as at June 30, 2018 34,321,205 90,550,253 124,871,458 
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18.1 General description of significant ijarah arrangements (IFAS-2) 

The Modaraba has entered into various ljarah agreements for periods ranging from 3 to 14 years (2018: 3 to 14 
years). Security deposits ranging from 0% to 71% (2018:0% to 71%) are obtained at the time of disbursement. 
The rate of profit implicit in Uarah ranges from 9.87% to 16.55% (201 B: 9.76% to 11.97%) per annum. 

18.2 Aggregate amount of future ijarah rentals receivable on the basis of ijarah arrangements executed upto the 
reporting date are as follows: 

2019 2018 
Future ljarah Rental Receivables Rupees Rupees 

Not later than one year 18,327,543 14.325,771 
Later than one year but not later than five years 5.351,332 122,541,459 
Later than five years 

23.678,875 136.867.230 

Note 19 
Fixed Assets under Own Use 

Computers 
Electrical 

Description Vehicle and 
accessories 

Equipment 
Total 

Period Ended June 30 2019 
Rupees  

Cost 
Balance as at July 01,2018 1,390,182 1,825,558 434,664 3,650,404 
Additions 
Disposals (5,000) (125,000) (130,000) 

Balance as at June 30. 2019 1,390,182 1.820,558 309.664 3,520,404 

Accumulated depreciation 
Balance as at July 01, 2018 1,358.982 1,809,146 434,664 3,602,792 

Charge for the year 3,900 3.965 - 7,865 

Disposals - (5,000) (125,000) (130,000) 

Balance as at June 30, 2019 1,362,882 1,808,111 309,664 3,480,657 

Total as at June 30, 2019 27,300 12.447 39,747 

Year Ended June 30. 2018 

Cost 
Balance as at July 01, 2017 1,351,162 1,804,058 434,664 3,589,904 

Addilions 39,000 21,500 60,500 

Disposals - - - 
Balance as at June 30, 2018 1,390,182 1,825,558 434,664 3,650,404 

Accumulated depreciation 
Balance as at July 01, 2017 1,351,182 1,796,326 434,664 3,582,172 

Charge for the year 7,800 12.820 20,620 

Disposals 
Balance as at June 30, 2018 1,358,982 1,809,146 434,664 3,602,792 

Total as at June 30, 2018 31,200 16,412 47,612 

Annual rate of depreciation 20 % 33.33 % 20 - 33.33 % 

19.1 These contain fully depreciated assets of Rs. 3,459,904 (2018: Rs. 3,589,904) that are still in use by the 

Modaraba. 

39 



214 
Annual Report 2019 

Note 20 
Short Term Finance - Secured 

2019 2018 
Note Rupees Rupees 

From banking companies 

Running finance 20.1 217,063,388 217,063,388 

20.1 The Modaraba has obtained running finance facility of Rs. 250 million (2018: Rs. 250 million) from the National 
Bank of Pakistan carrying mark-up / profit at 1 month KIBOR plus 0.50% (2018: 1 month KIBOR plus 1%) per 
annum payable monthly. The effective mark-up I profit rate charged during the year ranged from 8.03% to 13.79% 
(2018: 6.76% to 6.36%) per annum. This facility is secured by way of first joint pan passu hypothecation charge 
on all present and future receivables, leased assets and related ease receivables and present and future assets 
of the Modaraba to the extent of Rs 277.778 million (2018: Rs 277.778 million). 

Note 21 
Creditors, Accrued and Other Liabilities 

2019 2018 
Rupees Rupees 

Advances from customers 16,515,548 17,679,335 
Accrued expenses 624,280 494,700 
Withholding tax payable - 5.000 
Unclaimed profit distribution 425,218 425,218 
Charity payable 363,893 427,747 

17,928,939 19,032,000 

Note 22 
Current Portion of Non-Current Liabilities 

2019 2018 
Note Rupees Rupees 

Security deposits against ijarah assets 23 82,502,496 103,934,253 
Deferred murabaha income 24 52,919 119,119 

82,555,415 104,053,372 

Note 23 
Security Deposits against ljarah Assets 

2019 2018 
Note Rupees Rupees 

Security deposits against ijarah assets 83,392,496 106,736,453 
Less: Current portion 22 (82.502.496) (103,934,253) 

890,000 2,802,200 

Note 24 
Deferred Murabaha Income 

2019 2018 
Note Rupees Rupees 

Long term deferred murabaha income 15 31,675,826 31,913,554 
Suspended income (29,388,304) (29.388.304) 
Net of suspension 2,287,522 2,525,250 
Less: Current portion 22 (52,919) (119,119) 

2,234,603 2,406,131 
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Note 25 
Certificate Capital 

2019 2018 2019 

 

Number of certificates Rupees Rupees 
Authorized: 

60000 000 60000 000  Modaraba certificates of Rupees 10 each 600 000000 600 000,000 
Issued, subscribed and paid-up certificate capital 

25,000,000 25.000.000  Modaraba certificates of Rupees 10 each 250.000.000 250.000 000 

25.1 7,500,000 (2018: 7,500,000) certificates of the Modaraba are held by National Bank Modaraba Management 
Company Limited, (he modaraba management company. 

25.2 No certificates of the Modaraba have been issued / cancelled during the year. 

Note 26 
Statutory Reserves 

Statutory reserves represent profits set aside in compliance with the requirements of prudential regulations for Modarabas 
issued by the SECR These regulations require the Modarabas to transfer at east 20% after tax profit, if any, upto a 
maximum of 50%, in statutory reserves until the reserves equal 100% of the paid up capital. Thereafter, a sum not less 
than 5% of the after (ax profit is to be transferred into the statutory reserves each year. During the year no amount (2018: 
Rs. Nil) is transferred in the statutory reserves. 

Note 27 
Contingencies and Commitments 

27.1 Assistant Commissioner Inland Revenue (Appeals) raised demand of tax payables of Rs. 333.26 million for tax 
year 2011. Appeal was filed before the Commissioner Appeals Inland Revenue and the demand was deleted. The 
Department filed an appeal against the order of the Commissioner Appeals before the Appellate Tribunal. The 
notice of hearing is awaited from the Tribunal. 

27.2 Assistant Commissioner Inland Revenue (Appeals) raised demand of tax payables of Rs. 127.362 million for tax 
year 2014. Appeal was filed before the Commissioner Appeals Inland Revenue and the demand was deleted and 
case is referred back to Assistant Commissioner. 

Note 28 
Other Income 

2019 2018 
Rupees Rupees 

Service charges 32,034 71,429 
Documentation charges 7,000 8,500 

Note 29 39 034 79,929 

Operating Expenses 
2019 2018 

Note Rupees Rupees 
Salaries, allowances and other benefits 29.1 10,863,803 11,291,000 
Legal and professional 1,700,019 1,035,736 
Fees and subscription 486,500 987,867 
Stationery and printing 456.002 349,790 
Auditors' remuneration 29.2 375,000 350,000 
Communication 253,376 233,515 
Repairs and maintenance 279,992 400,862 
Entertainment 158,644 275,456 
Vehicles' running expenses 186,741 128,362 
Advertisement 126,400 138,641 
Postage and stamps 43,463 . 34193 
Insurance 99,409 101,186 
Travelling and conveyance 2.510 50,577 
Depreciation on fixed assets - own use 19 7,865 20,620 
Other sundry expenses 97,470 153,291 

15,137.194 15,551,096 
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Note 29, 'Operating Expenses - Continued... 

29.1 Salaries allowances and other benefits 

The aggregate amounts charged for remuneration including all benefits to officers and employees of the 
Modaraba are as under: 

2019 2018 
Officers Employees Total Officers Employees Total 

Rupees  

Salary 2722,800 2,244,460 4,967,260 2,816,976 2,466,744 5,283,720 
House rent 1,361,400 832,694 2,194,094 1,408,500 957,199 2,365,699 
Utilities 326,736 200,457 527,193 338,052 229.734 567,786 
Bonus 578,595 369,415 948,010 570,675 435,567 1,006,242 
Others 933,428 1,293,818 2,227,246 902,355 1,165,198 2,067,553 

5,922,959 4,940,844 10,863,803 6,036,558 5,254,442 11,291,000 
Number of 
persons 4 8 12 4 9 13 

29,1.1 Average number of employees during the yearwas 12(2018:13). All employees are on contract. 

29.1.2 All employees are entitled for reimbursement of fuel expenses uplo certain limits 

 

2019 2018 
29.2 Auditors' remuneration Rupees Rupees 

Audit fee 253,200 253.200 
Half yearly review fee 96,800 96,800 
Certifications 25,000 

375,000 350,000 

29.3 Office space, utilities and related expenditure are borne by National Bank Modaraba Management Company 
Limited, the Modaraba management company. 

Note 30 
Finance Cost 

2019 2018 

Short term finances 
Long term finances 
Bank and other charges 

Rupees Rupees 

22,397,957 13,464,322 
- 2,473,735 

27,060 48,493 

 

22,425,017 15,986,550 

Note 31 
Provision for Doubtful Receivables 

 

2019 2018 
Rupees Rupees 

Opening balance 

Add: Charged during the year 
Add: Reclassified from suspended profit on ijarah 
Less' Reversed during the year 
Net provision charged during the year 
Closing balance  

363,462,530 369,580,038 

5,619,044 

(4,000,003) 

3,438,301 
1,938,209 

(11,494,0 18) 

 

1,619,041 (6,117,508) 
31.2 365,081,571 363,462,530 

Note 

31,1 
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Note 31, Provision for Doubtful Receivab/es - Continued... 

31.1 This includes provision of Rs. Nil (2018: Rs. 5.376 million) recognized during the year on the basis of subjective 
evaluation of non-performing short term murabaha investments, ijarah rentals receivable and long term murabaha 
investments. The break-up is as under: 

2019 2018 
Note Rupees Rupees 

31.1.1 Provision for doubtful ijarah rentals receivable 10.1 3,704,207 
Provision charged on other receivables 11.2 402,371 5,376,510 
Provision for doubtful net investment in ijarah finance 13.2 1,512,466 

5,619,044 5,376,510 

31.2 Break up of closing balance 

Provision against doubtful murabaha investments 7.2 & 15.2 292,764,538 296,764,541 
Provision for doubtful ijarah rental receivables 10.1 29,007,645 25,303,438 
Provision against doubtful other receivables 11.2 30,083,168 29,680,817 
Provision for doubtful net investment in ijarah finance 13.2 13,226,200 11,713,734 

365,081,571 363462 530 

Note 32 
Modaraba Management Company Fee 

In accordance with Section 18 of the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980, 
management fee @ 10% of annual profits is paid to the modaraba management company. Owing to the loss during the 
year, the modaraba management company's fee has not been provided for. 

Note 33 
Taxation 

33.1 No provision for current tax is recognized as the Modaraba has brought forward tax losses of Rs. 320.094 million 
(2018: Rs 250.967 million). Further, provision of minimum tax is not applicable to the Modaraba as per sub clause 
(xiii) of clause hA of part IV of second schedule to the Income Tax Ordinance, 2001. 

33.2 Deferred tax Liability I (Asset) Note 2019 2018 
Rupees Rupees 

Taxable I (Deductible) temporary differences on: 

Deferred tax asset has originated relating to the following: 
Accelerated tax depreciation (45.760,527) (46,095,831) 
Carry forward tax losses (79,792,104) (44,324,533) 
Revaluation surplus on sukuks 1,365,442 

(124,187.189) (90,420,364) 
Less: Deferred tax asset not recognized 33.2.1 124,187,189 90,420,364 

33.2.1 The deferred tax asset of Rs. 124.187 million (2018: Rs. 90.420 million) has not been recognized in these 
financial statements as the temporary differences are not expected to reverse in foreseeable future because 
taxable profits may not be available against which the temporary differences can be utilized. 
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Note 34 
Loss Per Certificate -Basic and Diluted 

2019 2018 
Rupees Rupees 

Loss attributable to ordinary certificates holders Rupees (35,716,364) (8,188,588) 
Weighted average number of ordinary certificates 

outstanding during the year Numbers 25,000,000 25,000,000 
Loss per certificate Rupees (1.43) (0.33) 

34.1 Basic earnings per modaraba certificate has been computed by dividing loss for the year as stated above with 
weighted average number of Modaraba certificates. 

34.2 There is no dilution in loss per certificate as the Modaraba has not issued any instrument which would have an 
impact on its loss per certificate. 

Note 35 
Cash Generated from Operations 

2019 2018 
Rupees Rupees 

(Restated) 
Net loss for the Year (35,716,364) (8,188,588) 

Adjustment for: 
Depreciation on fixed assets under own use 7,865 20,620 

- Depreciation on fixed assets under ijarah arrangements 14,795,254 40,280,305 
- Impairment on fixed assets under ijarah arrangements 12,401,104 
- Profit on termination of ijarah arrangements (679,410) (936,127) 

Gain on sale of fixed assets under owned use (30,000) 
- Profit on short term investments (6,369,850) (1,923,620) 
- Charge of provision against doubtful ijarah rentals receivableS net 3,704,207 4,939,949 
- Charge of suspense income against ijarah rentals receivable - net 1.407,080 
- Provision against doubtful other receivables - net 402,371 436,561 
- Charge of provision against net investment in ijarah finance - net 1,512,466 (11,193,118) 
- (Reversal)! charge of provision long term murabaha investments - net (4,000,003) (300,900) 
- Finance cost 22,425,017 15,986,550 
- Profit on term deposit receipts and bank deposits (920,506) (944,994) 

30,847,411 60,173,210 
Operating (loss)! profit before working capital changes (4,868,953) 51.984,622 
Decrease! (Increase) in operating assets: 

Accrued profit 5,275,806 1.716, 656 
ljarah rentals receivable 1,034,053 (10,659,698) 

-Advances, prepayments and other receivables (565,417) (311,471) 
- Short term murabaha investments 169,779 2,908,841 
- Net investment in ijarah finance 1,962,596 
- Diminishing musharaka financing 8,663,558 14,201,858 
- Long term murabaha investments 5,759,650 1,981,421 

Increase ((Decrease) in operating liabilities: 
- Creditors, accrued and other liabilities (1,103,061) (8,220,993) 

Net changes in working capital 19,234,368 3,579,210 
Cash Generated from Operations 14,365,415 55,563 832 
35.1 Liabilities Arising from Financing Activities 

As at June 30, Non-cash Cash flows As at June 30, 
2018 changes (Net) 2019 

Short term borrowings 217,063.388 217,063,388 
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Note 36 
Financial Risk Management 

- Credit risk 
- Liquidity risk 
- Market risk 

The Board of Directors of the management company has overall responsibility for the establishment and oversight of the 
Modaraba's risk management framework. 

36.1 Credit risk 

Credit risk is the risk that the counterparty to a financial instrument will cause a financial loss to the Modaraba by 
failing to discharge an obligation. The risk is generally limited to principal amounts and accrued profit thereon, if 
any. The Modaraba's policy is to enter into financial contracts in accordance with the intemal risk management 
policies and the requirements of the Prudential Regulations. The carrying amounts of the following financial 
assets represent the maximum credit exposure at the reporting dale: 

Financial assets 2019 2018 
Rupees Rupees 

Bank balances 11,329,223 51,634,248 
jarah rentals receivable 69,521,441 74,259,701 
Advances, prepayments and other receivables 639,678 1,212,829 
Accrued profit 2,192,041 595,657 
Murabaha investments - net of provision 27,226,085 29,393,239 
Net investment in ijarah finance 15,718,246 17,230,714 
Diminishing rnusharaka financing 13,730,856 22,394,416 
Short term investments 74,518,664 30,695,000 
Long term loans and deposits 470,123 897,997 

215,346,361 228,513,801 

36.1.1 Credit quality ef banks 

The credit quality of the Modaraba's bank balances can be assessed with reference to extemal credit ratings as 
follows: 

Rating 2019 2016 
Short term Long term Agency Rupees Rupees 

National Bank of Pakistan Alt kM PACRA 343,256 384,760 
Al Baraka Bank (Pakistan) Al A PACRA 20,034 14,914 
Bank Alfalah Alt PAt PACRA 354,300 709,206 
First Women Bank A2 A- PACRA 4,725 4,725 
Habib Bank Limited Al+ AAA JCR-VIS 10,941 11,011 
Bank Islami Pakistan Al At PACRA 10,595,967 50,509,632 

11,329,223 51,634,248 

36.1.2 Description of collateral held 

The Modaraba's ijarah arrangements (leases) are secured against ijarah assets, demand promissory notes, post 
dated cheques and personal guarantees varying from case to case. In a few arrangements additional collateral is 
also obtained in the form of charge on fixed assets. Murabaha investments are secured against charge over fixed 
and current assets, registered and equitable mortgage of properties, personal guarantees of dfrectors of customer 
companies, demand promissory notes and post dated cheques varying from case to case. Diminishing 
musharaka financings are secured by first charge on all present and future fixed assets of the client, registered 
and equitable mortgage on properties, personal guarantee of directors, post dated cheques and joint ownership of 
musharaka assets varying from case to case. 
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Note 36, Financial Risk Management - Continued... 
361.3 Age analysis of profit accrued on murabaha investments 

Past due June 30, 2019 

Gross amount 

Amount on 
which no 

- - 
suspension is 

requIred 

Amount on 
which 

- - 
suspension is 

required 

Suspension 
made under 
Prudential 

Regulations 

Carrying 
amount 
Amount 

Rupees  

2,400,000 2,400,000 2,400,000 
2.476.929 2,476,929 2,476,929 

425,818 425,818 425,818 
3549,131 3,549,131 3,549,131 

965,773 985.773 965,773 
8110,723 8,110,723 8,110,723 

17 .948.374 17.948.374 17.948.374 

June 30, 2018 

Gross amount 

Amount on 
which no 

- - 
suspension is 

required 

Amount on 
which 

. 
suspension 
isrequired 

Suspension 
made under 
Prudential 

Regulations 

Carrying 
amount 

O days 
1 day - 89 days 
90 days -179 days 
180 days -364 days 
1 year - less than 2 year 
2 year - less than 3 year 
3 year or more 
Total 

Past due 

Rupees  

0 days 2,400,000 2.400.000 2.400,000 
1 day-89 days 2.476,929 2,476,929 2,476,929 
90 days -179 days 425,818 425.618 425,818 
180 days -364 days 3,549,131 3,549,131 3,549,131 
1 year - less than 2 year 965,773 985,773 985,773 
2 year - less than 3 year 1,112,980 1,112,980 1,112,980 
3 year or more 6,997,743 6.997,743 6,997 .74 3 
Total 17,948,374 17,948,374 17,946,374 

361.4 Age analysis of murabaha investments 

Past due 

0 days 
1 day-179 days 
180 days- 364 days 
1 year - less than 2 year 
2 year - less lhan 3 year 
3 year or more 
Total 

Past due 

June 30, 2019 

Gross amount 

Amount on 
which no 

provision is 
required 

Amount on 
which provision 

is required 

Provision made 
under 

Prudential 
Regulations 

Carráng 
amount 

Rupees 
7,067,667 

310,615,234 

7,087,867 

310,615,234 296,764.538 

7,087.867 

13,850,696 
317,703,101 7,087.867 310,615,234 296,764, 538 20,938,563 

June 30, 2018 

Gross amount 

Amount on 
which no 

provision is 
required 

Amount on 
which provision 

Is required 

ProvIsion made 
under 

Prudential 
Regulations 

Carrying 
amount 

Rupees  
o days 10,559,988 10,559.988 10,559,988 

1 day-179 days 
160 days - 364 days 
1 year - less than 2 year 
2 year - less than 3 year 36,947,483 36,947,483 36,947,483 

3 year and above 276,124,486 276,124,486 259,817,056 16,307,428 

Total 323,631 957 10.559,988 313,071,969 296,764,541 26,867,416 
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Gross amount 

Amount on 
which no 

provision! 
suspension is 

required 

Amount on 
which provision 
/ suspension is 

required 

Provision! 
suspension 
made under 
Prudential 

Regulations 

Carrying 
amount 

Note 36, Financial Risk Management - Continued... 

36.1.5 Age analysis of ijarah rentals receivable 

Past due 
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Rupees 

8,942,043 8,942,043 - 8,942,043 

112,305,581 112,305,581 51,726,183 60,579,398 
121,247,624 8,942,043 112 305,581 51,726,183 69,521,441 

June 30,2018 

Gross amount 

- 

Amount on 
which no 
provision! 

suspension is 

-
required 

Amount on 
which provision 
!suspension is 

required 

Provision) 
suspension 
made under 
Prudential 

Regulations 

Carrying 
amount 

O days 
1 day-89 days 
90 days -179 days 
l8Odays-364days 
1 year - less than 2 year 
2 year - less than 3 years 
3 year or more 
Total 

Past due 

Rupees  
O days 421,702 421702 421,702 
1 day-89 days 12,892,197 12,892,197 12,892,197 
90 days -179 days 325,290 325,290 325,290 
180 days -364 days 
1 year - less than 2 year 
2 year - less than 3 years 102,401 102,401 3,463 98,938 
3 year or more 108,540,087 108,540,087 48,018,513 60,521,574 
Total 122,281,677 13,639,189 108,642,488 48,021,976 74,259,701 

361.6 Age analysis of diminishing musharaka financing 

Past due June 30, 2019 

Gross amount 

Amount on 
which no 

provision is 
required 

Amount on 
which provision 

is required 

Provision made 
under 

Prudential 
Regulations 

Caruying 
amount 

0 days 
Rupees 

1 day-179 days 9,393,224 9,393,224 9,393,224 
180 days- 364 days 
1 year - less than 2 year 
2 year - less than 3 year 
3 year or more 
1 year - less than 2 year 
2 year - less than 3 years 
3yearormore 4,337,634 4,337,634 - 4,337,634 
Total 13,730,858 9,393,224 4,337,634 - 13,730,858 
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Note 36, Financial Risk Management - Continued... 

Past due June 30, 2018 

Gross amount 

Amount on 
which no 

provision is 
required 

Amount on 
which provision 

is required 

Provision made 
under 

Prudential 
Regulations 

Carrying 
amount 

upees  
o days 7.660.288 7,660,288 7,660288 
1 day-179 days 10,306,494 10,396,494 10,396,494 
180 days - 364 days 
1 year - less than 2 year 
2 year - less than 3 year 
3 year and above 
1 year - less than 2 year 
2 year - less than 3 years 4,337,634 4,337,634 4,337 634 
3 year or more 
Total 22,394,416 18056,782 4,337,634 22,394,416 

36.1.7 Age anatysis of profit accrued on diminIshIng musharaka financing 

Past due June 30, 2019 

Gross amount 

Amount on 
which no 

, 
suspension is 

required 

Amount on 
whtch 

, . 
suspension is 

required 

Suspension 
made under 
Prudential 

Regulations 

Carrying 
amount 

Rupees 

558,385 

843,095 

558,385 

843,095 843,095 

558.385 

1,401,480 558,385 843,095 843,095 558,385 

June 30, 2018 

Gross amount 

Amount on 
which no 

- . 
suspension is 

required 

Miount on 
which 

. 
suspension is 

required 

Suspension 
made under 
Prudential 

Regulations 

Carrying 
amount 

0 days 
90 days -179 days 
180 days -364 days 
1 year - less than 2 year 
2 year - less than 3 year 
3 year or more 
2 year - less than 3 years 
3 year or more 
Total 

Past due 

Odays - - 
Rupees  

90days-ll9days 561,471 561,471 561,471 
180 days -364 days 
1 year- less than 2 year 
2 year-less than 3 year 
3 year or more 
2 year- less than 3 years 843,095 843,095 843,095 
3yearormore - - - 
Total 1,404,566 561,471 843,095 843,095 561,471 

Provisions are recognized by the Modaraba on the basis of time based criteria given under Prudential Regulations for 
Modarabas and subjective evaluation carried out on an ongoing basis. 
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Note 36, Financial Risk Management - Continued... 

36.1.8 The Modaraba manages credit risk and its concentration through diversiticafion of activities to avoid undue concentration of risks with 
individuals, groups or specific industry segments. For this purpose, the Modaraba has established exposure limits for individuats and 
industrial sectors. Break-up of credit risk exposure by class of business is as follows: 

June 30, 2019 

ljarah 
receivables 
and assets 

Net 
Investment in 
ljarah finance 

Murabaha 
investments 

Diminishing 
musharaka 

Total % age 

.......................................-••.- .............. 

Transport and communications 14,047543 - . 1,489,301 15,536,844 7.48% 
Education 1,705455 1,705,455 0.82% 
Power 1,418,228 - 15,000,000 16,418,228 7.90% 
Textiles 33,569,562 28,944,448 260,951,668 - 323,465,678 155.65% 
Engineering 102,240 - - 4,337,634 4,439,874 2.14% 
Food 70,376,099 17,915,282 88,291,381 42.49% 
Individuals 43,338,248 - 558,236 43,896,484 21.12% 
Financial institutions 2,617,828 - 2,617,828 1.26% 
Manufacturing industries 18,525,112 - 23,836,151 - 42,361,263 20.38% 
Miscellaneous 19,448,888 7,345,687 26,794,575 12.90% 
Less: Portfolio provided (51,726,183) (13,226,200) (292,764,538) - (357,716,921) -172.14% 
Total 153423020 15,718248 24938563 13730858 207810689 100% 

June 30, 2018 

ljarah 
receivables 
and assets 

Net 
Investment in 
tjarah finance 

Murabaha 
investments 

Diminishing 
musharaka 

Total % age 

Rupees 

Transport and communications 14,047,543 - - 1,957,189 16,004,732 6.0% 
Education 1,705,455 1,705,455 0.6% 
Power 1,418,228 - 15,000,000 16,418,228 6,2% 
Textiles 52,426,371 28,944,448 266,713,000 322,974 348,406,793 131.2% 
Engineering 1,765,419 - 4,762,236 6,527,655 2.5% 
Food 86,907,145 18,059,988 - 104,967,133 39.5% 
Individuals 43,338,248 - - 3,878,099 47,216,347 17,8% 
Financial institutions 16,146,997 - 16,146,997 6.1% 
Manufacturing industries 3,305,219 - 23,859,542 - 27,164,761 10.2% 
Miscellaneous 26,092,510 - 11,473,918 37,566,428 14.1% 
Less; Portfolio provided (48,021,976) (11,713,734) (296,764,541) (356,500,251) -134.2% 
Total igg 131 159 17230714 26,867,989 22,394,416 265,624,278 100% 

36.2 Liquidity risk 

Liquidity risk is the risk that the Modaraba will encounter difficulty in meeting its financial obligations as they lall due. Liquidity risk arises 
because of the possibility that the Modaraba could be required to pay its liabilities earlier than expected or difficulty in raising funds to meet 
commitments associated with financial liabilities as they fall due. The Modaraba's approach to managing liquidity is to ensure, as far as 
possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without 
incurring unacceptable losses or damage to the Modaraba's reputation. The following are the contractual maturities of financial liabilities, 
including interest I profit payments: 
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June 30, 2019 

Carrying 
amount 

Contractual 
cash flows 

6 months or 
less 

6 to 12 months 
1 year to 2 

years 
2 years to 5 

years 

Non-derivative financial liabilities 

Rupees 

Accwed profit 4505,879 4,505,879 4,505,679 

Short term finances 217,063,388 217,063,388 217,063,388 

Creditors, accrued and other 
liabilities 988,173 988,173 988,173 

Total 222,557,440 222,557,440 222,557,440 

June 30,2018 

Carrying 
amount 

Contractual 
cash flows 

6 months or 
less 

6 to 12 months 
1 year to 2 

years 
2 years to 5 

years 

Non-derivative financial liabilities 

Rupees  

Accrued profit 2,564,748 2,564,748 2,564,748 

Short term finances 217,063,388 217,063,388 217,063,388 

Creditors, accrued and other 

liabilities 922,447 922,447 922,447 

Total 220,550,583 220,550,583 220,550,583 
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Note 36, Financial Risk Management - Continued... 

36.3.3 Other price risk 

Other price risk represents the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in market prices (other than those arising from interest I profit rate risk or currency risk), whether those changes 
are caused by factors specific to the individual financial instrument or its issuer, or factors affecting all similar financial 
instrument traded in the market. The Modaraba is not exposed to commodity price risk and equity price risk. 

36.4 Financial instruments by categories 

At fair value 
through profit 

or loss 

At amortized 
cost 

At fair value 
thr0u9h other 

comprehensive 
income 

Total 

Financial assets as at June 30, 2019 
Rupees Rupees Rupees Rupees 

Cash and bank balances 11,329,223 11,329,223 
ljarah rentals receivable 69,521,441 69,521,441 
Accrued profit 2,192,041 2,192,041 
Short term investments 74,518,664 74,518,664 
Murabaha investments 27,226,085 . 27,226,085 
Net investment in ijarah finance 15,718,248 15,718,248 
Diminishing musharaka financing 13,730,858 13,730,858 
Advances, prepayments and other receivables 639,678 639,678 
Long term loans and deposits 470,123 470,123 

140,827,697 74,518,664 215,346,361 

Financial assets as at June 30, 2018 

Cash and bank balances 51,653,789 51,653,789 
ljarah rentals receivable 74,259,701 74,259,701 
Accrued profit 595,657 - 595,657 
Short term investments 30,895,000 30,895,000 
Murabaha investments 29,393,239 - 29,393,239 
Net investment in ijarah finance 17,230,714 17,230,714 
Diminishing musharaka financing 22,394,416 22,394,416 
Advances, prepayments and other receivables 1,212,829 1,212,829 
Long term loans and deposits 858,497 - 858,497 

197,598,842 30,895,000 228,493,642 

Financial liabilities at amortized cost 2019 2018 
Rupees Rupees 

Accrued profit payable 4,505,879 2,564,748 
Short term finances 217,063,388 217,063,388 
Creditors, accrued and other liabilities 988,173 922,447 

222,557,440 220,550,583 
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Fixed rate instruments 

Financial assets 

2019 2018 
Rupees Rupees 

Loans to employees 430623 858497 

Floating rate instruments 

Financial assets 

Murabaha investmenls 27226,085 29393,239 
ljarah rentals receivable 69521441 74259701 
Bank balances 11329,223 51653789 
Diminishing musharaka financing 13,730,858 22,394,416 
Net investment in arah finance 15,718,248 17,230,714 
Short term investments 74,518,664 30895,000 

Financial liabilities 

Short term finances 217,063,388 217,063,388 

Fair value sensitivity analysis for fixed rate instruments 

The Modaraba does not account for any fixed rate financial assets and liabilities at fair value through profit or loss. Therefore, a change in 
interest! profit rate at the reporting date would not affect profit or loss of the Modaraba. 

Cash flow sensitivity analysis for variable rate instruments 

A change of 100 basis points in interest! profit rates at the reporting date would have increased I (decreased) lhe loss for the year by the 
amounts shown below. The analysis assumes that all other variables remain constant. The analysis is performed on the same basis for the 
year 2018. Following will be impact on the profit and loss account and the equity of the Modaraba: 

June 30, 2019 June 30, 2018 
100 bps 100 bps 

Increase Decrease Increase Decrease 
Rupees Rupees Rupees Rupees 

Floating rate financial assets 2,120,445 (2,120,445) 2,258,269 (2,258,269) 
Floating rate financial liabilities (2,170,634) 2,170,634 (2,170,634) 2,170,634 
Net effect (50,189) 50,189 87,635 (87 635) 

The sensitivity analysis prepared is not necessarily indicative of the effects on loss for the year and assets I liabilities of the Modaraba. This 
analysis is prepared assuming that amounts of liabilities and assets outstanding at reporting dates were outstanding for the entire year. 
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Note 36. Financial Risk Management - Continued... 

36.2.1 The contractual cash flows relating to the above financial liabiities have been determined on the basis of mark-up I profit rates effective as 
at the reporting date (and includes both principal and profit payable thereon). 

36.3 Market risk 

Market risk is the risk that changes in market price such as foreign exchange rates, interest / profit rates and equity prices will effect the 
Modaraba's income or the value of its holdings of financial instruments. 

36.3.1 Currency risk 

Currency risk is the risk that the fair value or future cash flow of a financial instrument will fluctuate because of changes in foreign exchange 
rates. Currency risk arises mainly from future commercial transactions or receivables and payables that exist due to transactions in foreign 
currencies. Currently, the Modaraba does not have any receivables or payables that exist due to transactions in foreign currencies which 
expose it to currency risk. 

36.3.2 Interest I profit rate risk 

This represents the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market interest I 
profit rates. 

The Modaraba's interest I profit rate risk arises from short term finances, bank balances in savings accounts, net investment in ijarah 
finance, diminishing musharaka, murabaha investments and loans to employees. Shod term investments, shod term finances, murabaha 
investments, diminishing musharaka and balances in savings accounts are at variable rates, that expose the Modaraba to cash flow 
interest / profit rate risks. Long term loans to employees made at fixed rate expose the Modaraba to fair value interest I profit rate risk. As at 
the reporting date the interest (profit rate profile of the Modaraba's interest bearing financial instruments was: 

Note 36, Financial Risk Management - Continued... 

36.3.3 Other price risk 

Other price risk represents the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in market prices (other than those arising from interest / profit rate risk or currency risk), whether those changes 
are caused by factors specific to the individual financial instrument or its issuer, or factors affecting all similar financial 
instrument traded in the market. The Modaraba is not exposed to commodity price risk and equity price risk. 

36.4 Financial instruments by categories 

At fair value 
through profit 

or loss 

At amortized 
cost 

At fair value 
through other 

comprehensive 
income 

Total 

Financial assets as at June 30, 2019 

Rupees Rupees Rupees Rupees 

Cash and bank balances 11,329,223 11,329,223 

ljarah rentals receivable 69,521,441 69,521,441 

Accrued profit 2,192,041 2,192,041 

Short term investments 74,516,664 74,518,664 

Murabaha investments 27,226,085 27,226,085 

Net investment in ijarah finance 15,718,248 15,718,248 
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At fair value 
through profit 

or loss 

At amortized 
cost 

At fair value 
through other 

comprehensive 
income 

Total 

Rupees 

Diminishing musharaka financing 
Advances!  prepayments and other receivables 
Long term loans and deposits 

Rupees 

13,730,858 
639,678 
470,123 

Rupees Rupees 

13,730,858 
639,678 
470,123 

140,827,697 74,518,664 215,346,361 

Financial assets as at June 30. 2018 

Cash and bank balances 51,653,789 51,653,789 
ljarah rentals receivable 74,259,701 74,259,701 
Accrued profit 595,657 595,657 
Short term investments 30,895,000 30,895,000 
Murabaha investments 29,393,239 29,393,239 
Net investment in ijarah finance 17,230,714 17,230,714 
Diminishing musharaka financing 22,394,416 22,394,416 
Advances, prepayments and other receivables 1,212,829 1,212,829 
Long term loans and deposits 856,497 858,497 

197,598,842 30,895,000 228,493,842 

Financial liabilities at amortized cost 2019 2018 
Rupees Rupees 

Accrued profit payable 4,505,879 2,564,748 
Short term finances 217,063,388 217,063,388 
Creditors, accrued and other liabilities 988,173 922,447 

222,557,440 220,550,583 

Note 37 
Recognized Fair Value Measurements - Financial Instruments 

Fair value hierarchy 

Certain financial assets and financial liabilities are not measured at fair value if the carrying amounts are a reasonable 
approximation of fair value. Due to short term nature, carrying amounts of certain financial assets and financial liabilities are 
considered to be the same as their fair value. For the majority of the noncurrent receivables, the fair values are also not significantly 
different from their carrying amounts. Judgements and estimates are made in determining the fair values of the financial instruments 
that are recognized and measured at fair value in these financial statements. To provide an indication about the reliability of the 
inputs used in determining fair value, the Modaraba classifies its financial instruments into the following three levels. As at the 
reporting date the Modaraba has short term investments which are required to be grouped into level 2. These tevels are explained 
as under: 

Level 1: The fair value of financial instruments traded in active mad<ets (such as publicly traded derivatives and securities at fair 
value through OCI or profit and loss ) is based on quoted market prices at the end of the reporting period. The quoted 
market price used for financial assets held by the modaraba is the current bid price. These instruments are included in 
level 1. 
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Level 2: The fair value of financial instruments that are not traded in an active market (for example, over-the-counter derivatives) is 
determined using valuation techniques which maximize the use of observable market data and rely as little as possible on 
entity-specific estimates. If all significant inputs required to fair value an instrument are observable, the instrument is 
included in level 2. 

Level 3: If one or more of the significant inputs is not based on observable market data, the instrument is included in level 3. This is 
the case for unlisted equity securities. 

Note 38 
Balances And Transactions With Related Parties 

Related parties comphse associated companies, modaraba management company and its holding undertaking, directors of the 
Modaraba management company and key management personnel. Detail of transactions with related parties and balances 
outstanding with them at the reporting dates, except for remuneration are as follows: 

38.1 Balances outstanding at the reporting date 

2019 2018 
Rupees Rupees 

Bank accounts with National Bank of Pakistan 341,188 384,760 
Finances from National Bank of Pakistan 217,063,388 217,063,388 
Mark up payable 4,505,879 2,564,748 

38.2 Transactions during the year 

Retated party Relationship Nature of Transaction 

National Bank of Pakistan Modaraba Long term finance repaid 50,000,002 
Management Short term finance obtained - net 15,428,634 
Company's ljarah rentals received 12,587,931 
hotding company Mark up expense 22,397,957 15,938,057 

Mark up paid 20,483,886 15,515,847 

Note 39 
Segment Information 

39.1 As per IFRS 8, operating segments are reported in a manner consistent with the intemat reporting used by the chief 
operating decision-maker. The chief executive officer (CEO) of the Modaraba has been identified as the chief operating 
decision-maker, who is responsible for allocating resources and assessing performance of the operating segments. 

39.2 The CEO is responsible for the Modaraba's entire product portfolio and he considers the business as a single operating 
segment. The Modaraba's asset allocation decisions are based on a single integrated investment strategy and the 
Modaraba's performance is evaluated on an overall basis. 

39.3 The internal reporting provided to the CEO for the Modaraba's assets, liabilities and performance is prepared on a 
consistent basis with the measurement and recognition principles of approved accounting and reporting standards as 
applicabte in Pakistan. The Modaraba is domiciled in Pakistan. All of the Modaraba's income is from investment in entities 
incorporated in Pakistan. The Modaraba also has a diversified certificate holder population. As at June 30, 2019, there was 
only one (June 30, 2018: one) certificate holder (National bank of Pakistan - the holding company of the Modaraba 
Management Company) who held more than 10% of the Modaraba's certificate capital. Its holding is 30% (June 30, 2018: 
30%). 
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Note 40 
Date Of Authorization For Issue 

These financial statements have been approved by the Board of Directors of Nationat Bank Modaraba Management Company 
Limited and authorized for issuance on September 26,2019. 

Note 41 
General 

Comparative figures are re-arranged, wherever necessary, to facilitate comparison. The following re-arrangements have been made 
in these financial statements for better presentation: 

Nature From To Amount 
(Rupees) 

Accured profit Advances, prepayments and other receivables Profit receivable on sukuks 502,340 

Profit and loss Reversal of provision charged Provision charged for doubtful 3,438,301 
account for doubtful receivables - net receivables - net 

chief Executive Officer Director Director Chief Financial Officer 
National Bank Modaraba Nationat Bank Modaraba National Bank Modaraba Nationat Bank Modaraba 

Lahore: September 26. 2019 Management company Limited Management Company Limited Management company Limited Management company Umited 
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First National Bank Modaraba 

PATTERN OF CERTIFICATE HOLDING 
AS ON JUNE 30, 2019 

Number of 
ShareHolders 

S hareh o Id in9 
From 

To Total Number of 
Share Held 

Percentage of 
Total Capital 

77 100 2,719 001 

344 101- 500 165,514 0.66 

204 501 - 1000 190,285 0.76 

199 1001 - 5000 564,358 2.26 

88 5001 - 10000 708,591 2.83 

28 10001 15000 373,209 1.49 

22 15001- 20000 406,292 1.63 

23 20001 25000 529,492 2.12 

Il 25001- 30000 489,877 1.96 

5 30001 - 35000 156,575 0.63 

9 35001 - 40000 351,500 1.41 

4 40001 - 45000 173,965 0,70 

4 45001 50000 195,990 0,78 

2 50001- 55000 108,772 0,44 

2 60001 - 65000 123,000 0.49 

65001 - 70000 66,500 0.27 

3 75001 - 80000 233,495 0.93 

a 95001 - 100000 797,000 3,19 

115001- 120000 115,500 0.46 

130001 - 135000 132,500 0.53 

150001 - 155000 153,000 0.61 

2 155001 - 160000 315,300 1.26 

165001 - 170000 168,000 0.67 

180001 - 185000 181,500 0.73 

2 195001 - 200000 400,000 1.60 

205001 - 210000 209,000 0.84 

215001 - 220000 216,500 0.87 

225001 - 230000 226,966 0.91 

240001 - 245000 242,002 0.97 

265001 - 270000 267,000 1.07 

270001 - 275000 273,998 1.10 

3 295001- 300000 896,600 3.59 

2 405001 - 410000 818,500 3.27 

590001 - 595000 590,500 2.36 

1870001 - 1875000 1,874,500 7.50 
1935001 - 1940000 1,935,500 7.74 

2845001- 2850000 2,846,000 11.38 

1 7495001 - 7500000 7,500,000 30.00 

1,065 25,000,000 100.00 
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CATEGORIES OF CERTIFICATE HOLDERS 
AS ON JUNE 30, 2019 

Ser # Code Category No. of 
Shareholder 

Shares 
Held 

Percentage 
of Total 
Capital 

1 1 Individuals 1,053 16,620,001 66.4800 

2 4 Joint Stock Companies 8 256,101 1.0244 

3 9 Modaraba Management Cos 7,500,000 30.0000 

4 10 Funds 300,000 1.2000 

5 24 Others 2 323,898 1.2956 

TOTAL: 1,065 25,000,000 100.0000 
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CATEGORIES DETAILS 
AS ON JUNE 30, 2019 

Catagory Numbers of Certificates 

Individuals 16620,001 

Joint Stock Companies 

1 MAPLE LEAF CAPITAL LIMITED 1 
2 MUHAMMAD AHMED NADEEM SECURITIES (SMC-PVT) 100 

LIMITED 
3 FIKREES (PRIVATE) LIMITED 500 
4 AMZ SECURITIES (PVT) LIMITED 500 
S DOSSLANI'S SECURITIES (PVT) LIMITED 500 
6 MUHAMMAD BASI-IIR KASMANI (PRIVATE) LIMITED 15,000 
7 MUHAMMAD SALIM KASMANI SECURITIES (PVT.) LTD. 39,500 

8 SALIM SOZER SECURITIES (PVT.) LTD. 200,000 

256,101 

Modaraba Management Cos 

1 NATIONAL BANK MODAftt,BA MANAGEMENT COMPANY 7,500,000 
LIMITED 

7,500,000 

Funds 

TRUSTEES D.G.KHAN CEMENT CO.LTD.EMR RE 300,000 

300,000 

Others 

1 TRUSTEES ALOO & MINOCHER DINSHAW CHR. TRUST 49,900 
2 TEACHERS RESOURCE CENTRE 273,998 

323,898 

25,000,000 

Certificate Holding Of 5% Or Above 

NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED 7,500,000 

SHAKEEL ARSHAD 1,874500 

DURAIN CASSIM 1,935,500 

DINAZ CASSIM 2,646,000 
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Securities and Exchange Commission of Pakistan 

Specialized Companies Division 
Supervision and Enforcement Department 

No.SCD-SD(Enf)IFNBM/2015/14 f May 13,2015 

The Chief Executive Officer 
National Bank Modaraba Management Company Ltd. 
Managers of First National Bank Modaraba 
5th Floor, NBP RHQs Building 
26 - McLagon Road 
Lahore  

Subject: Review of Returns - First National Bank Modaraba  

Dear Sir, 

This is with reference to the review of online returns submitted by First National Bank 
Modaraba (FNBM) and review of quarterly accounts for the period ended March 31, 2015. 

1. it has been noted that during the nine months ended March 31, 2015 FNBM 
recorded loss after tax of Rs106.95 million. The operating profit margin (operating 
profit as percentage of total revenues) was reduced to 0.75% for the current 
period, compared with 2.61% during the nine months ended March 31, 2014. 
Major reason for after tax loss was provision for non-performing receivables 
amounting to Rs109.67 million. The equity of the Modaraba reduced to Rs156.75 
million as of March 31, 2015 as against Rs263.70 million as of June 30, 2014 
(erosion of 40% during nine months). This reflects that 37.30% of the total capital 
subscribed by the Modaraba certificate holders has eroded. The management is 
advised to share with us its plan for controlling the losses and prevent further 
equity erosion. Furthermore, please also share the management's plan to enhance 
Modaraba's equity going forward. 

2. it is noted that the total classified assets of FNBM were Rs462.93 million as of March 
31, 2015 which were 31% of gross total assets (Increased from 16.50% of gross 
assets as of June 30, 2014). Provision of Rs184 million was made against classified 
assets. Classified assets (net of provision) amounted to Rs279 million, which 
constitute nearly 180% of the Modaraba's equity of Rs156.75 million. Further 
deterioration in quality of lending portfolio has the potential to further erode the 
Modaraba's equity. Given the critical nature of this issue, the management of the 
Modaraba is advised to expedite its recovery efforts- and ensure to put in place 
strict credit evaluation mechanism to reduce the chances of portfolio Infection in 

future. 

pa' 
pjo'( 9 t'ooi State Life Building No.2. wallace Road, off: 1.1. Chundrlgar Road, Karachi 
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3. It has been noted that JCR-VIS credit rating agency assigned long term entity 
rating of 'A' (single A) to First National Bank Modaraba on December 31, 2013; 
however, the rating has not been updated since then. Please note that in terms of 
Circular 4 of 2006 (relating to Guidelines for Issuance of Certificates of Musharika), 
credit rating is required to be updated at least once every year during the currency 
of issue of COMs. The management is required to expedite the process of 
obtaining the updated entity rating for FNBM and submit a copy of the rating for 
our record. 

4. It has been noted that total outstanding Certificates of Musharika (COM) issued by 
FNBM amounted to Rs313.96 million as of March 31, 2015. In this connection, it is 
pertinent to note that nearly 75% of outstanding deposits (Rs235 million) were 
raised from two depositors, which indicates high concentration of deposits. Please 
share with us the management's plan to rationalize the depositor concentration 
going forward. 

Please furnish your response to above latest by May 28. 2015. 

Yours truly, 

(KashifGhani) 
Deputy Director 

Page 2 of 2 
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First National Bank Modaraba / 
(An Islamic Financial Institution) 

Management By: National Bank Modaraba Management Company Limited 
(A subsidiary of Natimtaanj:alcistan) 

The Registrar,
If : 0tMCL/1HRJzz8 

Modaraba Companies and Modarabas, M. '41,2017 
Securities and Exchange Commission of PakistanfrI 16 MAY 2011 

/7 NIC Building, Jinnah Avenue, Blue Area, 

—Dear Sir, Exploring Appropriate Options for First National Bank Modaraba (FNBM)
/ 

Please refer to your letter No.SC/M/PRDD/FNBM/2017121 0f27th April, 2017 wherein a reply 
was desired within working 15 days. 

We have to submit as under: 

• We are pleased to inform that the BOD of Holding Company, taking due note of the 
affairs of FNBM and your guidance, has passed a resolution in its meeQng held on 
21/4/2017  authorizing the Management Company to explore appropriate/various options  
for achieving cessation of Modaraba and that of the Company. This being the initial step, ) 
it shall set the process in motion in line with our discussions with you. The options may 

--------include but not limited to winding up or merger or seeking expression of interest, as 
appropriate. 

• However, in order to select the option in best interest of all stakeholders, there are 
important steps to be initia]Jy taken such as the determination of the fair value of assets 
and liabilities, in particular that of the classified portfolio. All this is to be handled in a 
fäif aTnd transparent manner and therefore the possibility to hireaconsuitançy firm for 
this purpose at the appropriate stage cannot be precluded. 

) 

• You are kindly aware that our financial year is drawing to a close and the annual audited 
financial statements along with an independent external audit report shall be available 
shortly on the latest position of assets and liabilities. This information shall act as 
precursor to the step referred in the above para as it shall considerably narrow down our 
requirements and cut down on time and effort. 

• In the meantime, we will be continuing our efforts to accelerate theJecth'ery.pro.pess with 
a view to minimizing the NPtortfolio as welt artoup1ement the cash position of the 
company, enabling us to derive the best possible value for the benefit of all stakeholders. 

• In view of the above, we shall be operationally gearing up for our new challenges, in 
close guida pf_BQflaad.Qj'JflcLflolding Company, besides other steps as detailed 
above. We therefore request you to kindly bear with us till middle_oLAugyst, 2017 for 
detailed working for proposing the most suitable option. We shall in the meantime send 
you a monthly status report if desired. 

5th Floor, NBP RHQ Building, 26-MeLegon Road, Lahore. Tel: (92-42) 99210641-70 Ext. 3526-99213249, 99213246, Fax: 99213247 
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First National Bank Modaraba 

We would like to express here, our sincere gratitude for your kind help, guidance and 
cooperation in this matter. 

Best regards 

Abbas Azain 
CEO/MD 

CC: 
Mr. Qaiser Iqba1 
Additional Joint Director 
Specialized Companies Division, Supervision and Enforcement Department, SECP 
Karachi 



SECP 

Yours truly, 

Atlf Ej. - ed) 
Deputy Director 

FWYCAr' 
Securities and Exchange Commission of Pakistan 

Specialized Companies Division 
Policy, Regulation and Development Department 

(Modaraba Wing) 
a '  

No. SC/M/PRDD/NBP/2017 j  O 
May 30, 2017 

The Chief Executive, 

National Bank Modaraba Management Company Limited, 
Manager of First National Bank Modaraba, 
5 Floor, NBP RRQ Building, 

26-McLegon Road, 

Lahore. 

Subject: Exploring Appropriate Options for First NatIonal Bank Modaraba (FNBMI 

Dear Sir, 

This refers to your letter dated May 11, 2017 on the subject noted above. 

2. It has been noted with concern that the management company has not come up with an 

appropriate exit strategy from the business of Modaraba, as deliberated upon in the meeting held 

on 25-04-2017. In this regard, please confirm, whether the minutes of the meeting dated 25-04-

2017 have been sharedw.itbt}Bjg qf Directors of the modaraba company. If so, please provide 

certified copy of the minutes of the Board's meeting. Please note that the exit strategy was to be 

formulated and communicated to this office within 15 days from the date of the meeting. 

3. In order to facilitate the management company, the Registrar Modaraba has, however, 

allowed it to complete the exercise, get the approval of the Board of Directors and submit the 
same latest by August 15,2017,  

4. Please submit a fortnightly report on the progress made In this regard. The report should 

reach this office within two days from the expiry of the period. 

5. Please note that no further extension in this regard shall be allowed. In case of your failure 

to meet the requirement, necessary regulatory action will be initiated against the Modaraba 

Company and First National Bank Modaraba under the relevant provisions of the law. 

I 

I) 

NIC Building, Jinnah Avenue, Blue Area, Islarriabad. 
PABX: 9207091-4 Ext. 150-Fax. No. 9218590, E-mail: atif.ejaz(secn.gov.pk  
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•.rateer Ahmad Sipra 

Subject: FW: National Bank Modaraba 

JNWSX- 0  

From: Abbas Azam [mailto:abbasazam@nbmodaraba.com]  
Sent: Friday, October 13, 2017 3:55 PM 
To: Qaiser Iqbal <qaiser.iqbal@secp.gov.pk> 
Cc: Atif Ejaz Ahmed <atif.ejaz@secp.gov.pk> 
Subject: EW: National Bank Modaraba 

Dear Sir, 

The details of the progress made so far in exploring options for FNBM is explained through followinç 
five steps. 

• The first step in this connection was to have the latest audited accounts as on June 30, 20U 
available, the external auditors have completed the audit in accordance with ICAP's circular 
of 2017 regarding guidelines on the basis of not considering as going concern. The financia 
statements were thus prepared on the basis of estimated current realizable values of assets 
and liabilities. Accordingly the assets where there was a downward revision in estimate o 
current realizable value (amounting to Rs.39 Million in total) that has been accounted for 
However where there were upward revisions (amounting to Rs. 50 Million in total) that is onl) 
disclosed in the note to the accounts. The auditors have included an emphasis of matte 
paragraph that the estimates could change in the future on the basis of change in circumstances 
or when new information becomes available. 

• Secondly, the process of hiring appropriate financial consultants was initiated and som 
reputable chartered accountancy firms were consulted for due credibility of their advice 
observance of industry standards.. The average fee quote in in the proposals received wa 
around Rs.4 Million, This was not proportionate to the work invovled and way ahead of BOC 
expectations. NBP's nominee directors on Board advised that it shall be prudent to seek lega 
opinion about attraction of PPRA rules. The BOD in its meeting of 21/7/17 promptly attendec 
to the matter, sought legal advice , reviewed the scope of work and decided to to solici 
quotations transparently through media hoping that with belier understanding of scope thE 
quotes shall be reasonable. 

• Thirdly, on the other hand efforts for recovery from classified accounts continued forcefully am 
resulted in cash recoveries from defaulter parties amounting to around Rs.25 million in the las 
three months or so. 



27S 
• 

Fourthly, the regulatory authority was kept informed and the Registrar Modaraba in his letter .
Sep 05, 207, on the progress made so far, made a subtle advice the BOOs of both FNBM a 
NBP to consider merger/amalgarnj0 of FNBM with NBP as was done in case of NBP Leasir 

• 
Lastly, the above letter was discussed in detail in the BOO meeting held on Oct 05, 2017, whe 
among other things pros and cons of the advice were deliberated it has been decided to write 
formal letter to the NBP's BOD with details for ease of early action.. We are presently in ti 
process of finalization of the draft of the said letter with the heip of legal advisers.. 

We will keep you posted on any new developments in this connection and request you for yoi 
guidance in this matter. 

We are grateful for the cooperation recieved so far. 

Best regards 

Abbas Azam 

CEO 

Li 



First National Batik Modaraba 

F41 w' 0r 

Mr. Atif Ejaz Ahmed FNBM/LHR/ 

Deputy Director December 13, 2017 

- Islamabad 

(NIC Building, Jinnah Avenue)  Blue Area 21 DEC 2017 
Securities and Exchange Commission of Pakistan 

Dear Sir, Exploring appropriate options for First National Bank Modaraba 

Please refer to your letter No.SC/M/PRDD/FNBM/2017-252 dated December 06, 2017 on the 

captioned subject. 

As informed earlier vide our email of Nov 14, 2017 we hereby reiterate that in compliance with 

the directives of the Registrar Modaraba contained in his letter of September 05, 2017 the 

Board of Directors of the Management Company has written a formal lette: to the Board of 

Directors of NEW regarding the proposal of the Registrar Modaraba SECP along with various 

other options that have been evaluated by our Board. 

In this regard, your letter under reference has also been forwarded to NBP's Board for a 

decision as required by SECP. The response from NBP's Board is still awaited. We shall apprise 

you as soon as we receive a response from NBP's Board about its decision. 

We continue to look forward for your support and guidance. 

Best regards 

Abbas Azam 

CEO 

5th Floor, NBP RHQ Building, 26-McLegon Road, Lahore. Tel: (92-42) 99210641 -10 Ext. 3526-99213249,99213246, Fax: 99213247 

(An Islamic Financial Institution) 
%*	 Management By: National Bank Modaraba Management Company Limited 

(A subsidiary Of National Bank of Pakistan) 

0, 
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By Courier 

SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN 

SPECIALIZED COMPANIES DIVISION 
POLICY, REGULATION AND DEVELOPMENT DEPA8TMENT 

(MODARABA WING) 
-a tn-_..____,,.,____ 

No. SC/M/PRDD-ADJ/FNBM/2018 (\o 

MIs. National Bank Modaraba 

Management Company Limited 
through its Chief Executive, 

26-McLegon Road, 
Lahore. 

3. Mr. Rehmat Ali Hasnie, 

Director, 

National Bank Modaraba 

Management Company Limited, 
26-McLegon Road, 
La h ore, 

S. 

Mr. Muhammad lqbal Hussain, 
Director, 

National Bank Modaraba 

Management Company Limited, 

26-McLegon Road, 

Lahore,  

April 2, 2018 

2. Mr. Abbas Azam, 

Chief Executive 

National Bank Modaraba 

Management Company Limited, 
26-McLegon Road, 

Lahore. 

4. Mr. Khawaja Waheed Raza, 

Director, 

National Bank Modaraba 

Management Company Limited, 
26-McLegon Road, 
Lahore. 

6. Mr. Aamir Amin, 

Director, 

National Bank Modaraba 

Management Company Limited, 
26-McLegon Road, 
Lahore. 

Mr. Jamal Nasim, 

Director, 

National Bank Modaraba 

Management Company Limited, 
26-McLegon Road, 
Lah ore. 

Subject: SHOW-CAUSE NOTICE UNDER SECTION 23 OF THE MODARABA COMPANIES 

AND MODARABA (FLOATATION AND CONTROL) ORDINANCE, 1980 ("THE 
MODARABA ORDINANCEI 

WHEREAS, First National Bank Modaraba ("the Modaraba") is managed by National 

Bank Modaraba Management Comp r Limited ("the Modaraba Company') and the above 

mentioned persor s are the chief execit €' and directors of the Modaraba Company. 

NI.0 BuiFdin, J nah Avenue, Blue Area, Islamabad. 

T-!'  Ej Ph S19Q976, PABx: 9207091-4 Lxi 32 Fax. No. 9100473, E-mail: awed,hussainseco.gov.pk  

S 
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2. AND WHEREAS, the audited financial statement; of the Modaraba for the last five years 

summarized below, show that the Modaraba is running in losses for a consecutive period of five 

years and accumulated losses of the Modaraba stood at Rs.277.62 million as on June 30, 2017 

against the total Modaraha Fund of Rs.250 million, subscribed by the holders of the Modaraba 

c:e rt i fi cat es. 

Year ended June, 2017 June, 2016 June, 2015 June, 2014 June, 2013 
Rs. in million 

Paid up Fund 250 2% 250 250 250  
Prof /t/(Loss) for the year (71.35) (53.83) (122.17,) (34.21.) (16.86) 
Unopprapriated profits/ 
(accurrijiated losses) 

(277.62) (206.26) (152.43) (30.25) 3,95 

Accumulated losses in term of 
percentage of Paid up fund 

111% 83% 61% 12% 

3. AND WHEREAS, as per half yearly accounts of the Modaraba for the period ended 

December 31, 2017, the accumulated losses of the Modaraba amounted to Rs.276.50 million 

which constituted 111% of total Modaraba Fund (Rs.250 million), subscribed by the holders of 

the Moda -aba certificates Hence, total modaraba fund has been eroded. 

4. AD WHEREAS, the auditors of the Modaraba (MIs. Riaz Ahmad & Company, Chartered 

Accountants), in their audit report to the members for the year ended June 30, 2017 have 

drawn attention to note 1.1 of the annual accounts, which state that the Modaraba is no longer 

going concern, therefore, the financial statement have been prepared on the basis of 

esl:imated realizable/ settlement values of assets and liabilities respectively. This resulted in 

recogntion of additional provision of Rs39.074 million based on the subjective evaluation of 

non-performing receivables. 

AND WHEREAS, the issue of financial condition fthe Modaraba and accumulated losses 

was taken up with the Modaraba Company multiple times. Initially, vide letter dated May 13, 

2015, the Chief Executive of the Modaraba was advised to provide management's plan for 

stemming the losses and to enhance Modaraba's equity. Later on, in a number of meetings held 

with the Chief Executive and directors of the Modaiaba Company, the worsening financial 

position of the Modaraha was discussed. Despite provding sufficient time and opportunity, the 

Modaraba Company and its Board of Directors failej o arrest the losses. Besides others, the 

options to revive the business operations and ameliorate the financial position of the Modaraba 

through injection of fresh equity or sub-ordinated funds or ow cost funding from the National 

Bank of Pakistan - the holding company ("NBP") were also discussed with the CEO but nc action 

was taken. 

Nl.0 Building, iinnah Avenue, Blue Area, Islamabad. 

Co tHc.91oo476 PABX: 9207091-4 Ext. 335- Fax, No. 9100473, E-mail: jawed.hussain@sec.govpk  
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6. AND WHEREAS, the Modaraba Company vide Petter dated May 11, 2017 informed that 

the Board of directors of NBP passed a resolution in its meeting held on April 21, 2017, 

authorizing the Modaraba Company to cxplore appropriate options for achieving cessation of 

business of the Modaraba and that of the Modaraba Company. The options may include but 

not limited to winding up or merger or 5eeking expression of interest, as appropriate. The Chief 

Executive of the Modaraba vide letter dated May 30, 2017 was advised to come up with an exit 

strategy, approved by the Board of Directors and submit the same latest by August 15, 2017. 

7. AND WHEREAS, the Board of Directors of the Modaraba Company vide letter dated 

September 5, 2017, followed by a remirder dated October 5, 2017, was asked to submit the 

proposed exit strategy within 15 days. 1 ie Board of Directors was also advised to consider :he 

option of merger of the Modaraba in to NBP in the same manner as NBP Leasing Limited was 

"-_- merged into NBP. 

8. AND WHEREAS, the chief executive of Modaraba Company, vide his email dated 

October 13, 2017 informed that the option of merger/amalgamation of the Modaraba with NBP 

was discussed in a meeting of the Board of Directors of the Modaraba Company, held on 

October 05, 2017, where among other things, pros and cons of the option were deliberated and 

it was decided to write a formal letter to the NBP's Board of Directors in this regard. The 

Modaraba Company vide letter dated December 18, 2017 informed that the matter was 

submitted to the Board of Directors of NEW and the decision was still awaited. 

9. AND WHEREAS, since June 2015, considerable time has been granted to the 

management of the Modaraba to come-up with a plan for equity injection through right or 

otherwise, arrange subordinated loan Irom sponsors or to devise any other exit strategy. 

However, no concrete measure has been taken to decide the future course of action for the 

Modaraba. As of the date the Modaraba Company has not conveyed the final decision 

regarding exit strategy. 

10. AND WHEREAS, section 23 of thE Modaraba Ordinance inter a/ia, stipulates: 

"23. Circumstances in which modaraba may be wound up by the Tribunal,- (1) A 

modaraba shall be wound up by the Tribunal on an application made by the Registrar 
if- 

(ii) in the case of ary modaraba, the Registrar has declared that:- 

(b) the accumulated losses of the modaraba exceed fifty per cent of the 

total amount subscribed by he holders of the Modaraba 

Certificates;..." 

—V 
N.i.c Building, Jnnah Avenue, Blue Area, Islaniabad. 

Ph. 9100476, PABx: 9207091-4 Ext. 38% - Fax. No. 9100473, E-mail: jawed,hussainsecp.gov.pk / 
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11. AND WHEREAS, the accumulated losses of the Modaraba as of June 30, 2017 (Rs277.60 

million) and as per half yearly reviewed accounts as of December 31, 2017 (Rs. 276.60 million) 

are more than 50% of the total amount subscribed by the holders of the Modaraba Certificates, 

and have eroded 111% of the paid up fund of the Modaraba. It appears that as a result of 

erosion of the paid up fund, the viability of the Modaraba to continue its operations as going 

concern is severely doubtful due to recurring losses and its continuously deteriorating financial 

position. The auditor has already formed the same opinion on the basis of financial statements 

of the Modaraba for the year ended on June 30, 2017. 

12. NOW, THEREFORE, you are hereby called upon to show cause in writing within ten days 

from the date of receipt of this notice as to why procaedings for winding up of the Modaraba 

should not be initiated in terms of section 23(1)(ii)(b) of the Modaraba Ordinance. 

13. You are hereby directed to appear before th undersigned on April 16, 2018 at my 
office at 5th 

 Floor, NIC Building, Jinnah Avenue, Blue Area, lslamabad at 10 A.M., either 
pemorially or tirough a Rep -esentative. 

14. If you wish be represented by a Representative, please ensure that the authorizing 

instrument (a Board's resolution on behalf of the modaraba company and power of attorney on 

behalf of directors in their individual capacity) is submitted to this office along with your reply 

to this notice on before 10.4.2018 - Please note that any reply submitted by a representativ
1  

without an appropriate authorizing instrument should not be taken into consideration for thd 
purposes of the proceedings. 

15 All documents submitted by you in support of the reply must be duly authenticated, 

16. The video link facilities are available in the office of SECP in th city in which your 

registered office is situated. In case you wish to avail this option please inform the undersigned 

in writing on or before April 10, 2018 so that appropriate arrangements may be made in this 
regard. 

17. Please note that you will be liable under the law for any concealment of any evidence or 2 
misstatement made in response to this show cause notice. 

18. Please acknowledge 

provided below. 
the receipt of this notce through return fax at. the number 

(Jawed Hussain) 

Registrar 

Modaraba Companies and Modaraba 

N.l.c Building, Jinnah Avenue, Blue Area, Islamabad. 

Ph. 9100476, PABX: 9207091-4 Ext. 385- Fax. No, 9100473, E-mail:iawed.hussain@secp.gov.pk  
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FNBM/2018/ 2-A 

April 10, 2018 

• J/NNFI- K 
National Bank Modaraba Managehient Company Ltd. 

(A Subsidiary Of National Bank Of Pakistan) 

The Registrar Modaraba 

Securities and Exchange Commission of Pakistan 

NIC Building Jinnah Avenue Blue Area 

Islamabad 

Dear Sir, Show Cause Notice u/s 23 of Modaraba Companies and Modaraba(Floatati; - 

& Control) Ordinance 1980 g 
frsM 

This is with reference to the notice vide your letter No.SC/M/PRDD-ADJ/FNBM/2018110 dated 

April 02, 2018 whereby the Management Company & its Directors have been called upon to 

show cause in writing as to why proceedings for winding up of the Modaraba should not be 

initiated in terms of section 23(1)(H)(b) of the Modaraba Ordinance and some specific dates 

have been given seeking compliance. 

While the Board of Directors respects the reference to the letter of law as above, but feels very 

strongly that reasons for not initiating this extreme action need a careful appraisal at all ends. 

Firstly, you shall kindly note that the parent bank does appreciate the importance of this 

business and has been debating on possibilities for injection of further funds for an early turn 

around. This is a material & recent development. This important matter referred to NBP Board 

after SECP's observation, is now in their active consideration, It will, therefore, be only fair to 

give some more time for the decision, which by all counts is not be an easy one. 

You would certainly appreciate that besides above there are several rational reasons for not 

initiating winding up proceedings of the Modaraba at this point of time, We list some of the 

major reasons as follows: 

1. It has been pointed out that First National Bank Modaraba (FNBM) has been incurring 

losses since 2013. The sole biggest reason of losses is the charge of provisioning to keep 

FNBM in full compliance with SECP's Prudential Regulations for Modarabas. It is 

common knowledge that there is no easy recipe for early settlement of legacy issues 

concerning the non-performing corporate clients mainly in the textile sector. On the 

other hand FNBM's small-ticket vehicle financing portfolio remained quite regular 

throughout and as a result of which FNBM has been earning operating profits almost 

Certified to be True Copy
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National Bank Modaraba Management Company Ltd. 
(A Subsidiary Of National Bank Of Pakistan) 

consistently since 2013. We reproduce the table presented in the Para 2 of the notice 

with figures of operating profits and provisioning added as under: 

YEAR ENDED  JLJNE,2017 I JUNE, 2016 I JUNE, 2015 j JUNE, 2014 I JUNE, 2013 
Rs. In million 

Paid up Fund  250 250 250 250 250 
Operating profit 16.57 12.32 (9.04) (1.69). 28.71 
Provision/impairment 
forthe year 

(87.93) 

— 

(66.15) (113.13) (32.53) (45.57) 

Profit/(Loss)for the 
year  

(71.35) (53.83) (122.17) (34.21) (16.86) 

Un-appropriated 
profits/ (accumulated 
losses)  

(277.62) (206.26) (152.43) (30.25) 3.95 

Accumulated losses in 
term of percentage of 
Paid up fund 

111% 83% 61% 12% - 

2. We have filed recovery suits against all stuck-up non-performing accounts, and 

maximum practicable legal tools, including filing of criminal complaints wherever 

possible, are being exercised ir$sthis respect. The legal proceedings are at various stages 

and under close follow up. A Committee of the Board comprising of directors has also 

been dedicated to oversee the legal proceedings of these suits on regular intervals. The 

Committee meets with dealing officials and the learned counsels regularly to monitor 

recovery process. Moreover a detailed status of classified accounts and of legal 

proceedings there against is regularly communicated to the SECP every month on their 
prescribed format. 

FNBM is, as a policy, desisting from doing fresh financing since June 2016 and is 

primarily involved in realizing recoveries from performing and non-performing portfolio. 

The strategy has worked for the Modarba and as a result the addition of new default 

cases has stopped and the classified portfolio has been reduced to Rs.450 M in March 
2018. 

It may also be mentioned .that as a conscious policy the FNBM has paid off all market 

liabilities from its resources so as to keep its & parent's image intact and to fend off any 

pressure on the regulatory bodies. r 

Page 20f4 
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National Bank Modaraba Management Company Ltd. 
(A Subsidiary Of National Bank Of Pakistan) 

In case SECP were to apply the letter of law and initiate winding up proceedings and 

appoint a liquidator for realization of FNBM's assets it would then be doing the same 

exercise that the management has started since last one year and a half albeit through 

hired resource totally unaware of the background. There is areal danger that with the 

discontinuation of present efforts at FNBM level & NBP level, to bring FNBM back into 

shape shall be frustrated probably forever. 

SECP Proposed action would only make any difference if a liquidator can be appointed 

who can expedite the legal cases and at lower per annum expenses. Except for 

corporate overheads of running a listed entity, which we have already reduced to 

minimum, there is little room for curtailing the expenses. A marginal reduction in 

expenses may not make any material difference in recouping the value for the 
certificate holders. 

SECP, we earnestly hope, shall not take such risks and be well advised to follow the spirit 

of law in ensuring FNBM's gradual recovery as being worked out at its relevant forums. 

3. In your letter of September 05, 2017 addressed to the Board with CC to the President 

NBP you appreciated the ?tt t(iat general public has made investment in FNBM on the 
basis of their trust in NBP; 

QUOTE It will not be out of place to mention that the general pub/ic had made the 

investment in the Modaraba keeping mind that the parent body on the back of the 
Modaraba is Nationa/ Bank of Pakistan, a bank owned and controlled by the 
Government of Pakistan. In this way, the image of the Government of Pakistan is at 
stake. It is therefore necessary tôprotect the interest of the certificate holders so to save 
the image of the Government of Pakistan as we/I the National Bank. UNQUOTE 

c%c. aA 

The Board of the Management Company redirected your said letter to the Board of 

Directors of NBP vide a letter dated November 07, 2017 alongwith its own evaluation of 

various options for the way forward . The letter was -placed in the agenda of NBP's 

board meeting of November 30, 2017, but the matter was deferred for next meeting for 

discussion. Since then the matter has regularly been placed on the agenda of NBP's 

Board Meetings. In the latest meeting a proposal by NBP's management for injection of 

reasonable funds was deliberated upon at length. As a result the Board assigned the 

task to one of its directors to present a report within 2 months on FNBM's present 
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National Bank Modaraba Management Cd'Wipany Ltd. 
(A Subsidiary Of National Bank Of Pakistan) 

situation and possible options to move forward. It is now expected to be discussed in 

the Board meeting-likely to be held by end- April2018. 

In case NBP decides to inject reasonable funds so as to raise the book value of FNBM 

beyond permitted limit, it shall avoid the applicability of Section 23. This would also be 

in line wjth the spirit of your advice related to the image and support of NBP. With the 

new funds and based on past experience a new business plan of investing in small ticket 

vehicle financing is being considered. This will generate new income, which coupled 

with reversal in provisioning from recoveries from classified portfolio in the due course, 

is expected to generate enough profits within around next two years or so that payment 

of cash dividends would become possible. 

Kindly note that, this matter pertains to NBP's subsidiary, NBP has to, therefore, follow 

the SBP's Regulations, wherein matters related to subsidiary of a bank have to be 

decided by the Board. As such a major decision like winding-up, merger or 

recapitalization of its subsidiary comes in the ambit of the authority of the Board of NBP 

and needs due time. 

As you had kindly acknowledged hour letter of Sep 05, 2017 that the certificate holders are 

looking towards NBP for the safeguardbf the value of their investments. Now that the matter is 

under the deliberation of NBP's Board and a decision from the Board is expected within a 

couple of months and based on other positive facts mentioned above, it may be in the best 

interest of all the stakeholders that SECP revisits the initiation of winding up proceedings for 

the time being and give reasonable time to NBP's Board to come up with its decision. 

In view of the above, kindly recall the notice and allow reasonable time for our final plans for 

FN BM. 

Regards 

For and on Behalf of the Board of Directors 

Abbas Azam 

CEO 
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First National Bailk Modaraba 
(An Islamic Financial Institution) 

Managed By: National Bank Modaraba Management Company Limited 
(A subsidiary of National Bank of Pakistan) 

44
, REGIS 'S"\ MANcEMr \t 

RECEIVFF\I 

The Registrar, 

Modaraba Companies and Modarabas, 

Securities and Exchange Commission of Pakistarc 
NIC Building, Jinnah Avenue, Blue Area 
islamabad 

FNBM/LI-IR/ 

October 2, 2018 
JLI 

Application for approval for Recapftalization of First Natio)ia[BJc.lJftgJaraa 1w Rs. 300 m )(c 

p 

3	 In view of the accumulated losses in first National Bank Modaraba (hereinafter 'the modaraba'), instead 

jof winding up the modaraba (as required by the Commission), our parent company National Bank of 
?SW

Pakistan has agreed to invest Rs. 300 million in the modaraba at par, i.e. against new 30 million 
c- 

We are thus writing to seek your approval under Rule 20(b) of the Modaraba Companies and Modaraba 

Rules 1981 for increasing our Modaraba Fund to the extent of Rs. 300 million by issuing 30 million new 

taorparent company National Bank of Pakistan (NBP). 

wiLnot be offered to existing certificate holders as the 
compan$Lpians to issue the said certificates to NBP otherwIIThân7iIhs under Sertion 83(1)(b) of 

Companies Act 2017. Even otherwise, in Tew of accumu1ätéd75ses in the modaraba, no current 

modaraba certificate holders will be willing to subscribe at par. NBP's subscription of Rs. 30Dm at par , 
will thus forthwith increase the existing value o current certificate holders. 

The new Modaraba Certificates proposed to be issued to NBP shaD rank pUrl passu  with the existing 
certificates in all matters including the right to such bonus or right issue and dividend as may be 
declared subsequent to the date of issue of the new Modaraba Certificates. 

NBP has already intimated PSX about its decision to invest Rs, 300m in  the modaraba. The company 
further undertakes to comply with all the applicable formalities and requirements of PSX and CDC. 

In view of above, we would really appreciate your approval for issuance o.fna30mVhionjnodaba 
ceifIcatetat -part-tcrftBp--cthe1j5  than right. Upon receipt of your approval we will prnrad-to 
complete the  transaction at the earliect  

2 

We are enclosing a challan for Rs. 300,000, being the applicable fee for the said issue of modaraba 
certificates under Clause X(9) of Seventh Schedule of Companies Act 2017. 

Yours truly, 

For and on behalf of Board of Directors 

41 
Abbas Azam 

CEO 

CC: Mr. NazifAhmed, Ahmed and Qazi &Co, Advocates & Legal Consultants 

Grewq4,for, NBP RHQ Building, 26-Mclagon Road, Lahore. Phone No: 99210641-70, Ext: 3528 -99213249, 99213246, Fax: 99213247 

modaraba certificates of Rs. 10 each. 



Anriexures: 

1. Balance Sheet of Modaraba for the last three years 
2. Copies of SECP/your letters dated Sep 05, 2017, Oct 05, 2017, April02, 2018, and May 28,2018 
3. NBP Letter dated July 13, 2018 to PSX intimating about their decision to invest Rs. 300 million in 

the modaraba 
4. Extract of Management company's board resolution approving issuance of 30 million modaraba 

certificates at par to NBP otherwise than right 
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cc - 

SECP h2018_109574  Challan 
02 

Bank Branch JILAHORE MCB - NIla Gumbad[176] Date 101-ID 2018 
Account Title Securities and Exchange Commission ol Pakistan Account No. I0l83089671000097 
Name of Company NATIONAL BANK MODARABA MANAGEMENT COMPANY Registration No. 10026051 

LIMITED 

- 
Receipt under Companies Act, 201 

Code No. i-lead of Accounts Amount (Rs) 

61051 RegistratIon Fee for New Incorporation 

61053 Film Fee 

61055 Mortagages / Charge Registration 

61054 . Additional Filing Fee 

61056 Availability of Name Fee 

61051 Copying Fee 

61056 Inspection Fee 

61059 License Fee - U/S 42/Renewal Fee 

61060 Application Fee 300000.00 

61063 Application for extenifon in ACM 

61082 Miscellaneous Fee (Pta. Specify) 

61052 Enhancement of Capital Fee (Form 7) 4. 4fl 

61061 Appeal/Complaint Fee 

61064 . Application for Capital issue U/S 86 .4 '4 
61063 Application for extention in ACM C' 0 
24011 . CLD Penalty

. -t 
24015 Penalty imposed by Enforcement

.'_\ 4 (S .1 
- 

- 

52403 Bank Collection Charges (To Be Paid By Applicant) ~jP 'C. Co i 7 25.00 

Total 'S .7 ( 300025S$. 
Payment Details. . 

Cheque No. \ I'., . 
Drawn On 
Rupees (in words) Three Hundred Thousand Twenty Fl p Rupees Only 
Name of Depositor 
Depositor Signature jielier Signature Si Bank amp ioriginai 

a. Payment may kindly be deposited in the bank within a Inolitli oF the data appearing in date column of CImalian. 
b. Photocopy 0f the cliallan shall not be entertaind, lriully print separate challans For each company! Forts. 
c. Cutting and erasini of any field on challan is pt ailnwed. 
d. Challan number and amount of money depositod must be clearly legible on a printed challan. 
e. if system erroneously generates a challan with'ut company name or challan No. then kindly do not deposit that chialian 
into bank and contact concerned CR0. 

littp://challan.secp.gov.pklmanualChalnGenrator/mainfaees 10/1/20 1 



SEOURTUtS ND £XCRA?'kE COMWflS&GWOF PAIUSTAN 
SPECIALIZED tOMPANfltSDW Slow 

JaQPfl%aCJEPAflMENT 

athdN iii, 

National Sauk Modarabe Management 
Company Limned.2&MdLtgon Road, 
Lnhbre. 

cif 
Jirry 
NaDona1 lianl Modaraba Management 
CompnyLeMeLegonfroa4 
;Lakotti 

ithfatSSfcryourlettSiNo. 

tlou% toi First National Bank 

3,aQ7oiitIin'sUtject 

Nd.:SCDflW$tR1?bffNBM/2OtJ &4S Elamába&:SepteniberiO5.2017 

1. ltehmalAii Hasnie 
Ditectdt 
Naboufti Bunk Modnba 1%lan4gemc'fl 
Company tiSted, 2S MLegon ltt.aa 

Dktator, 
National Eank Mo4amba Munagenat 
ComgnuZe,nutc 
26-14tLcgonBzad,  

-. i.fr.:Abbas AS1n,. 
ChitiExecouve 
National Bank Medaraba Management 
Company Linqd,6-McLagon Itoad, 

• Lió 

4. .Mr.hamirAmin, 
DIrector, 

2.. tim4j.iiiion4dth-$8ârdtó (auiaiilatibt ofo&snattr ôett1dnoTthe :busjg ttfãni 

)4ationu1 Batik wtodaraba conveyed by you is thsappolming 4.4os1 'of tlircontents -of the Jetter under 

seferénenre ithenrepethionofearlier orrespouden ortrelevauL. 

3. You IUUY r&cUBTht in .your meeting heldt#i hnnderstgtS r 25k4*7. aac----- 

- p.e eSFitht4jiflSMH46&Sha sàsdiàijStf 4thduI.aadS1oinioSitiOItWaWnOtedt 
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of .reseves) as 9 
poi4t!p::pita.I ot its. 

4 its 
noticcdwtth concentmatas peihaWy arhnoV*6Wtd accountofemb&9j 

v°° ttha Modarabe haslurthor 4etriortted It recofdedJ.fl 

months penod leadingig acaniulatcd lossec orRe1}b1 

teduced to its6Sl 54 intlhon and asSl 66 rndlion as ofDectznbctil 2016 from Rs2 }6265 million arid 
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5 The ctassttie&pOitt011o of the Modarn reportedtbeb4R9  16 

whib 
wasSO 44% af gross assets whtIetIie e1asifled assets net of provIsions were 38243% F4uity as 

ofDecerntet 311. 2016. 
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wasacoeded to despitethefaetth0tft Nahonál flankModllleba wantot doingany business. the1to1dLn 



ecg 
company Nabonal Bank of Pakistan had aireath decided the ces5th0fl of bnsines of he Modaraba and 

thea was nojusttflcatlon of deiayinthe (litnbution tTasscts tothoctfldithhOldere 

However.ycu havenotyettaken abasic 4c61s1on whothertbeiddaraba shouldtba wound up or 

merged into any otht(Modaiaba or ;tshould be pveivto some othetmanagement company You are sull 

in the phase tf appointing a financini consultant to early out the valuation of the assets which shews non 

serounuitvdeoftheBODrd of Directors 01 the modaraba company. in fact you have lost period of.rour 

•moatljs;(J5Jtlyto.I5 August 2QT7)Jut for nothing. 

9. youtlnayinotDtaifitst National Bank MOdamba j
5.0:4oij)ganybUstheStf0rtl01i.gtmnt sd 

there is aneed lo4istributt the Available assets amongtthc certificate holders as quicklyr% possible Eveiy 

commg.4ayeha11 emde,lhccqmtof The Mod M.n&ei*Met1flM{ 

invesUnenVtheaeitfi0atetldti8 

:fl :vilI not belout of phice tomention thaiAhe gonei1 vh1k h :nadç tha:irwesbnord inthe 

- bank owned.and controliedbytheGoverflhfle1U of PakitanrnihtwaYJhe:iIflaSe ofTheGoMeinmeiiiOf. 

Pakistan fl stake It isAherefors necessary to protaettouiteitst 

anage41i111e GoventznbbvoPikistthths weflftbbt4afiOflal3ai&tVatWkht l*40 

*f dwectorS of tba mndarO. company'as wellihe hoardofttthoaal Bait may considertlie merger oldie 

Modaniba into ational Banlunjie. sine nianac keX43E tgS - - 

II You arc hereby directed to uninedtatr4y call a meehng oDthetoaitl ofdIteorSCfthMGthM 

company without thither delay and approach the Board of directors of'Nattonal Beak o.ctrnsiderthetabofl 

q$S.ussa) 

ModatbatOmpan" Modaraba 

Copy to: 

ThPsidën. 
N*uonal Bankof P stan 
Bead Office 
Karachi 



Subject: 

StCtJR1flESAND EXdHA1'GE COTQIMXSSION 
OF tAICISTAN 

SP!C1AnI1D 
POLICY, RtGULAi1ON AN]) DEVELOPMENT DEFARTM 

(MODABABA WiNG) 
<"c-P - 

No. 

L RvhrntAi Hasnie, 
Director. 
National Bank Modaraba Management 
CxmanY Liltilted, 6Meb gon Road, 
Lahore; 

3 Khaw*WaheS Sm, 
Direttor, 
National BanL Modaraba Managernefli 
Company Lumted, 
254Qithegcfl4°& 
Lahote; 

5. Mr. Jamal 1'-Msint 
Directo, 
National. Bank ModaTaba Management 
company Lumled, 261vleLegofl Raad. 

Lahore. 

islamabad. OctoberOS, 2017 

2. Mr. .Abbas.AZEJU, 
Chief Execüttvt 
Nñtioual Bank Modaraba Management 
0 ompanyLimi$' 2&MtLOn Road, 
LahSe 

Mc. Aar 
fliredor. 
}attonaI aank Modaraba Management 
Com$iiytimit&. 26.McLegOP Road. 

kahove. 

6. Mr. 
DirectoI, 
National Bank Mcdartba Management 
Company Lunged, 26.Mcktgofl Road, 

kahore. 

pieasesefeflo otirle dated 
September Q5;..2017 on 

2. Wi have S hSanythini on the a
aid.rnatdP lapse of- onemø You a hebY 

catted upon 0
:r/Im3IPIIUt1O1 .ofFNBNI with NBP within a period 

of St\0TI das. ptiv$y. 

NIC Building, Jirrwh Avenue, 5lueMeai 5)abath 

PASXt92e70914 nao- fax. No..s2i59, 
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:WR1T1ES AND EXCHANGE COMMISSION OF PAKISTAN 
SPECIAIJZE1) COMPANIES DIViSION 

POLICY, REQULAflQN AND DEVELOPMENT DEPARTMENT 
(MODARABA WING) 

By Courier 

 

sEcP 

 

No. SC/M/PROQ-ADJ/FNBM/2018 t o 

1. MIs. National Bank Modaraba 

Management Camp any urnited 
throtigh its Chief Executive, 
26'McLegon Road, 
tahore. 

3. Mr. Rehrnat All Hasnie, 
Director, 
National Bank Modaraba 
Management Company Umfted, 
26-McLegon Road, 
Lahore. 

S. Mr. Jamal Nasim, 
Director, 
National Bank Modaraba 

Management Company Umited, 
26-Mcl.egon Road, 
Lahore. 

7. Mr. Muhammad lqbal Hussain, 
Director, 
National Bank Modaraba 
Management Company Umfted, 
26-McLegon Road, 
Lab ore. 

April 2,2018 

2. Mr.AbbasAzthm, 
Chief Executive 
National Bank Modaraba 

Management Company Limited, 
26-McLegon Road, 
Lahore. 

4, Mr. Kbawaja Waheed Raza, 
Director, 
NatIonal Bank Modaraba 
Management Company Limited, 
25-McLegon Road, 
Lahore. 

6. Mr. Aamir Arnirt, 
Director, 
National Bank Modaraba 

Management Company Urnited, 
26-McLegpn Road, 
Lahore, 

Subject: SHOW-CAUSE NOTICE UNDER SECTiON 23 OF THE MODARABA COMPANIES 
AND MODARABA (FLOATATION AND COJ'TVROL)  ORDINANCE 1980 ("THE 
MODARABA ORDINANCE"} 

WHEREAS, First National Bank Modar-aba ("the Modaraba") is managed by National 
Sank Modaraba Management Company Limited ("the Modaraba Company") and the above 
mentioned persons are the thief executive and directors of the Modaraba Company, 

N.I.c Building, Jinnah Avenue, Blue Area, Ialarnb,4. 
Ph, sklloca?6, 

PA&X 9207091-4 5 335. Fax. Nc, 9100473,1-mall: i8wndhussaInncprnj, 



—
N.l.c Building, iinnah Avenue, Blue Area, islamabad. 

ph. 9100476, PABX: 9207091-4 Ext. 3B5 - Fax. No.9100473, Email: 

- 
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V 
2.

AND WHEREAS, the audited financial statements of the Modaraba for the ls 

summarized below, show that theModaraba is running in losses for a consecutive 
per 

years and accumulated losses of the Modaraba stood at Rs.277.62 million as on June 

against the total iodaraba Fund of Rs.250 million, subscribed by the holders of the MÔ 

certificates. 

Year ended  
June, 201$ 
Rs. in million  

June, 2014  June, 2013 
June, 2017 June, 2016 

(16.86) Paid up Fund 

Profit/(Loss) for the year 
an-appropriated profits! 

(accumulated losses) 
Accumulated losses in term of 

percentage of Paid up fund 

(277.62) 

(71.35) 
(206.26) 

(53.83) (122.17) 

(152.43) 

(34.21) 

(30.25) 

3. 
AND WHEREAS, as per half yearly accounts of the Modaraba for the period ended 

December 31, 2017, the accumulated losses of the Modaraba amounted to Rs.276.60 million 

which constituted 111% of total Modaraba Fund (Rs.250 million), subscribed by the holders of 

the Modaraba certificates Hence, total modaraba fund has been eroded. 

4. 
AND WHEREAS, the auditors of the Modaraba (MIs. Riaz Ahmad & Company, Chartered 

Accountants), in their audit report to the members for the year ended June 30, 2017 have 

drawn attention to note 1.1 of the annual accounts, which state that the Modaraba is no longer 

a going concern, therefore, the financial statements have been prepared on the basis of 

estimated realizable! settlement values of assets and liabilities 
respectively. This resulted in 

recognition of additional provision of Rs39.074 million based on the subjective evaluation of 

non-performing receivables. 

5. 
AND WHEREAS, the issue of financial condition of the Modaraba and accumulated losses 

was taken up with the Modaraba Company multiple times. Initially, vide letter dated May 13, 

2015, the Chief Executive of the Modaraba was advised to provide management's plan for 

stemming the losses and to enhance Modaraba's equity. Later on, in a number of meetings held 

with the Chief Executive and directors of the Modaraba Company, the worsening financial 

position of the Modaraba was discussed. Despite providing sufficient dine and 
opportunity, the 

Modaraba Company and its Board of Directors failed to arrest the losses. Besides others, the 

options to revive the business operations and ameliorate the financial position of the Modaraba 

through injection of fresh equity or sub-ordinated funds or low cost funding from the National 

Bank of Pakistan - the holding company ("NBP") were also discussed with the CEO but no action 

was taken. 



• Q.j.ucrit r, 

• g *1 
'age 3 o4 

6. AND WHEREAS, the Modaraba Company vide letter dated May 11, 2017 informed that 

the Board of directors of NB? passed a resolution in Its meeting held on April 21, 2017, 

authorizing the Modaraba Company to explore appropriate options for achieving cessation of 
business of the Modaraba and that of the Iviodaraba Company. The options may include but 
not limited to winding up or merger or seeking expression of interest; as appropriate. The Chief 

Executive of the Modaraba vlde letter dated May 30, 2017 was advised to come up with an exit 

strategy, approved by the Board of Directors and submit the same latest by August 15, 2317, 

7. AND WHEREAS, the Board of Directors of the iviodaraba Company vide letter dated 

Septembers, 2017, followed by a reminder dated October 5, 201t7, was asked to submit the 
proposed exit t.itegy wIthin 15 days. the Board of Directors was also advised to consider the 
option of merger of the Modaraba In to NB? in the same manner as NB? Leasing Limited was 
mfierged into I'48P. 

8. AND WHEREAS, the thief executive of Modaraba Company, vide his email dated 

October 13, 2017 informed that the option of merger/amalgamation of the Modaraba with NB? 

was discussed in a meeting of the Board of Directors of the Modaraba Company, held on 

October 05, 2017, where among other things, pros and cons of the option were deliberated and 

it was decided to write a formal letter to the NBP's Board of Directors -in this regard. The 

Modaraba Company vide letter dated December 18, 2017 informed that the matter was 
submitted to the. Board of Directors of NB? and the decision was still awaited. 

9. AND WHEREAS, since June 2015, considerable time has been granted to the 

management of the Modaraba to come-up with a plan for equity injection through right or 
otherwise, arrange subQrdinatecj from sponsors or to devise any other exit strategy. 

However, no concrete measure has been taken to decide the future course of action for the 

Modaraba. As-of the date the Modaraba Company has not conveyed the final decision 
regarding exit strategy. 

10. AND WHEREAS, section 23 of the Modaraba OrdInance inter a/ia, stipulates; 

"23 cIrcumstances in which modaraba may be wound up by the Tribunal,- (1) A 
modaraba shall be wound up by the Tribunal on an application made by the Registrar 
if- 

(II) in the case of any niodaraba, the Registrar has declared that:- 

(b} the accumulated losses of the modaraba exceed fifty per cent of the 
total amount subscribed by the holders of the Modaraba 
Certificates;..." 

  

N.L.0 Bvdlng, )lnnah Avenue, Blue Area, Smabud. 
Ph. 9100476, PAa)t 92070914 ( 395 ax. No. 9100475, E-rnaii: lawed huscsin,mrn,py4 
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ii, AND WHERFAS, the accumulated losses of the Modaraba as of June 30, 2017 (Rs.27750 

million) and as per half yearly feviewed accuuriti as of December 31, 2017 (Rs. 276.60 million) 

are more than 50%. of the total amount subscribed by the holders of the Modaraba Certificates, 

and have eroded 111% ol the paid up fund of the Modaraba. It appears that as a result of 

erosion of the paid up fund, the viability of the Modaraba to continua its operations as going 

concern is severely doubtful due to recurring losses and its continuously deteriorating financial 

position. The auditor has already formed the same opinion on the basis of financial statements 
of the Modaraba for the year ended on June 30, 2017. 

12. NOW, THEREFORE, you are hereby called upon to show cause in writing within ten days 

from the date of receipt of this notice as to why proceedings for winding up of the Modaraba 

should not be initiated in terms of section 23(1)(iiflb) of the Modaraba Ordinance, 

13. You are hereby directed to appear oefore the undersigned on April 16, 2018 at my 
office at 5th 

 FLoor, NIC Building, Jinnab Avenue Blue Area, islamabaci at 1:0 kM.  either 
personally or through a.Representative, 

14. If you wish be represented by a Representative, please ensure that the authorizing 
instrument (a Board4s resolution on behalf of the modaraba company and power of attorney on 
beMif of directors in their individual capacity) is submitted to this office along with your reoiy 
to thIs notide on before 10.4.2013 Please note that any reply submitted by a representative 
wfthout an appropriate authorizing instrument should not be taken into consideration far the 
purposes of the proceedings. 

1.5. All documents submitted by you in suppor-t of the reply miS be duly authenticated. 

iS. The video link facilities are available in the office of SEOP In the city in which your 
registered office is situated. in case you wish to avail this option please inform the undersigned 
in writing on or before April 10, 2018 so that appropriate arrangements may be made in this 
regard. 

17. Please note that you will be liable under the law for any concealment of any evidence or 
misstatement made in response to this show cause notice. 

IS. Please acknowledge the receipt of this notice through return fax at the number 
provided below. 

- 

(Jawed Hussein) 
Registrar 

Modaraba Companies and Modaraba 

N.I. auliding, Jirrnah Avenue, Blue Aree, siamabad, 
Ph, $tOO47C, PABX: 9207031.4 Lxi. 385' Fax Na. 9100473, E-mai jawed.hussalne;e,:o wvok 
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SECURITIES AND EXCHANGE L :oMMISSION OF PAKISTAN 
SPECIALIZED COMPANIES DWISION 

POLICY, REGULATION AND DEVELOPMENT DEPARTMENT 
- 

No. SC/M/PRDD-ADJjFNBM/2018- i5I - May 28, 2018 

2. Mr. Abbths Azam, 
chief Executive 
National Bank Modaraba 
Management Company Limited, 
26-McLegort.Road, 
Lahore. 

1. M/s. National Bank Modaraba 
Management Company Limited 
through its Chief Executive, 
26-McLegon Road, 
Lahore. 

3. Mi. Rehmal All Hasnie, 
Director, 
National . Batilc Modaraba 

26-McLegonRoacL 
Lahore. 

5. Mr. Jamal Nasim, 
Director., 
National Bank Modaraba 
ManagemeutCompany Limited, 
26-McLegon Road, 
Lahore. 

7. Mr. Muhammad ighaiftussain, 
-- Dweetor, 

National Bank .Modaraba 
Management Company Limite& 
2&McLegon Road, 
Lahore.  

4 Mr. Khawaja Waheed Raza, 
.:LkabtórT1 . - 

Natiorialç Bank Modaràba 
ManagemS CoMpany Limited, 
26-McLegon Road, 
Lahore. 

6. Mr.AamlrAin.,.. 
Director, 
National T  Bank Modaraba 
Managernst Company Limited, 
26-McLegon.Road, 
Lahore. - 

§..  kJa& 
Director,-. 
NaonaI. Bank Modaraba 
ManagemSt Company Limited, 
26-McLegon Road.,. 
Lahore. 

Subject FINAL HEARING IN THE MATtER OF SHOWCAUSE NOTICE DATED 
APRIL 2. 2(118 iSSUED UNDER SECI1ON. 23...OF THE MODARABA 
COMPANIES AND MOD ARABA (FLOATATION AND CONTROL) 
ORDINANCE, 1980 ("THE MODAIrRBA ORDINANCE")  

yQhereasjn thehearing.b.eforetheRegistrar Modara1a held on May.2. 2018, in the mater 
of show cSeh&iaatid ApriF2, 2018.,. the Board of DWectott,tf.NafloNaPBar& Modaraba 
Management Company Limited TNBMMCL) had informedthat theparent comanyof NBMMCL 

N.I.0 Building, Jinnab Avenue1  Blue Area.lslamabad. 
Ph. 9100479, RABX: 9207091-4fxt 233 - Fax. No. 9100473 E-niaiI:.shahIdmahmood@$ecp,gov.pk 
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namely Nafioil Bank of Pakistan (NSF) is interested to revive FristNational Bank .Modaraba 

and willing to inject Rs.300 millioruin the equity of Frist National Bank Modaraba. 

2. And whereas, the Boaid of NBMMCL had givet an assurance to the Registrar .Modaraba 

for submission of a firm commitment from the National banik of lakis.tan (NB?) before the month 

of Ramadan for injecting Rs.300 million in the equity of Est National Bank.Modârábt On the 

basis of the saId assurance and as requested by the Mod nraba Company and its Board of 
Directors, further proceedings in the matter were kept in abeyance till the start of the month of 

Ramadam 

3. And whereas, through an email dated May 17, 2018, receivedfromthe Chief Executive of 

the Modaraba Company, it was informed that the matter regarding the recapitalization of the 
Modaraba had been moved through circithflort to the NB? Boar4 Members and that Board of 
Directors of NBP would like to deliberate upon this matter in the upcoming Board Meeting rather 

than by circulation. — 

3 And whereas ftmnIgh aretutrwnatby this ttf2i5.2&1&it was infarmed to the 

ChieLExecutive that that matter cannot belingered on for anindefinite time and he was advised 
to act proactively to seek the dedsion of NB? on recapitalirahon cIte lvlodaraba, as promised 

by the Board of NBMMCL iii the hearing hi on May 2, 2018. He was further advised for an 

immediate response butnot later than May 25 2018. He was:further advised to provide a certified 

copy of the cucular resolution sent to the Boird of NSF, by return email but the said email has 

not yetresponded by the Chief executive ontrty of the members of the Board 'of NBMMCL 

4. And whereas, any of the member of the Board of NBMMCL or its chief executive failed to 

furnish the requisite dOcument containing the firm commitment of NBFfor the injection of Rs.300 

million in the equity of Frist National BankJdodarba withinthe timelirie promised by them and 

even tilldate. 

5. Now, therefore, finni hearing of the subjecttshow cause isfixed on TuneS. 2018beforefhe 

Registrar Modaraba in his office at 5th  floor, NIC Building, Jinnah Avenue, Blue Area, Islamahad 

at 10 A.M. You are hereby called upon to appear before the.Registrar Modaraba on the given 

date and time, either personally or through an authorized representative. Please ensure that the 

authorizing instrument (a Bord'.s resoluaen. ibthalf of the Modajaba Company or power of 
attorney on behalf of directors in their indMduaIcapacityis submitted tothis office prior to the 

date of hearing. 

Ycurs truly, 

(SHAHID MAItMOOD)  
Additional Director 

Nit Building, Jinah Avt flue, Blue Area, islamabad. 

Ph, 9100479, PAfl: 920709.1-4 E-4t. 233- Fa2. Nr.. 9100473, E-mail: shahldjnahmood@secp.gOV.flk  
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11 AND WHeREAS, the accumulated losses of the Modaraba as of June 30, 2017 (Rs.277.60 
million) and as per half yearly reviewed a•;co.,nts as of December 31 2017 (Rs. 276.60 m IRon) 
are more than 50% of the total amount su 35cr1bed by the holders of the Modaraba Certificates, 
and have eroded 111% of the paid tip fund of the Modaraba. It appears that as a resuft of 
erosion of the paid up fund, the viability of the Modaraba to continue its operations as going 

concern is severely doubtful due to recurring losses and its continuously deteriorating financial 

position. The audItor has already formed the same opinion on the basis of financial statements 

of the Modaraba foi- the year ended on June 30, 2017. 

12. NOW, THEREFORE, you are hereby called upon to show cause p writing within ten days 
from the date of receipt of this notice as to why proceedings for winding up of the Modaraba 

should not be initiated in terms of section 23(lflhi}(b) of the Modaraba Ordinance. 

13. You are hereby directed to appenr before the undersigned on April 15, 2018 at my 
office at 5th 

 Floor, NIC Building, Jlnnah Avenue,. Blue Area, Islamabad at 10 kM.  either 
personally or through a.Representatjve, 

14. if you wish be represented by a Representative)  please ensure that the autho.-izing 
instrument (a Board4s resolution on behalf of the modaraba company and power of attorney on 
behalf of directors in their individual capacity) Is submitted to this office along with your reply 
to this notide on before 104.2o1s . Please note that any reply submttted by a representative 

wfthout an appropriate authorizing instrument should not be taken into consideration fo- the 
purposes of the proceedings. 

15. All documents submitted by you in support of the reply mut be duly authenticated. 

16, The video link facilities are available in the office of SECP in the city in which your 
registered office is situated. in case you wish to avail this option please inform the undersigned 
in writing on or before April 10, 2018 so that appropriate arrangements may be made in this 
regard. 

17. Please note that you will be liable under the law for any conce.ahment of any evidence or 
misstatement made in response to this show cause notice. 

SB. Please acknowledge the receipt of this notice through return fax at the number provided below. 

(Jawed }4u55ain) 
Registrar 

Modaraba Companies and Modaraba 

N.I.0 Building linnan Avenue. &iue Ama, Islarnabad. 
h, 9100476, PABX: 9207091.4 bct. 38$ ' nx. No, 9100473, E-maIl: Jawed,huzsaIn-oeoyi< 
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NBP 
National Bank ofPoktztofl 

HO:SBOD °  
iu1y1 2018. 

 

The General Manager 
Pakistan Stock change Ltd 

Stock Exchan Building 
Karchi. 

Dear Sir, 

pj çwsuBO 

In a
ccordance with Section 15D of the SecuthtiS & 

xchange Ordsnce, 1969 read th 

Clause 5.6.1 of the Rule Book of the 
change, we hereby convey the f

ollowing: 

The Board of Directors of National Bank of Pakistan (the "Bank") in its meedn& held on 

June 22, 2018. resolved that its earlier decision inmated vide Notice to Pakis
Stock 

ex
change (HO:SBOD1O3? dated Apñl 21, 2017) 

regarding National Bank Modaraba 

Management CompUY Limited (the "companY'D a wholly owned subsidia of the 
Bank and First National Bank Moaba (the "M04araba") beg the Modaraba managed 
by the Company has been reviewed antl reversed. The Board of Directors of the Bank 
has ftrther resolved that the First National Bank Modflba (the t'Moraba") ,hoU1d be 

recapita1i1 subject to approval of 
its 

Re1lat0r5 (i.e. SECP & PSX) with Rs. 300 

million at Rs. 10 per certificate to enhance its paid up capital. 

A disclosure fbrm as required under S.R.O. 143(1)12012 dated December 5, 2012 read 
with Section 131 of the SecutieS Act, 2015 is also enclosed as Annexure A. 

Yours Sincerely 

S. Wi. A1J11AMITI 
SecretarY (Board) 

C DirectOrS SecrCtY Board 0 

NBP, 2nd floor, Head 3flice, ti. GhUndfl9ar R6ad, Karachi. Ph: 99220224 Fax: 99220239 

WebSite www.nbp.com.pk  



mat All Hasnie 
VP, Investment Banking Group 

National Bank of Pakistan 

.\NNEXURE A 

DISCLOSURE FORM 

IN 'tERMS OF SECTIONS 96 AND 131 OF THE SECUR[TJES ACT, 2015 

Name of the Company National Bank of Pakistan 
HeadOffice. I. L Chundrigar Road. Karachi 

Date ofReport July 13, 2018 

Contact information Mr. Rehmat All Hasnie 
SEVP, Investment Banking Group 
National Bank of Pakistan 
Head Office, 1. 1. Chundrigar Road, Karachi 
Telephone Number: [021] 99220891-2 
Fax Number: [021] 99220953 
Email Address: rehmathasnie b..com..k 

Please mark the appropriate box below (see General Instruction A.l below before fl1ing4he 
details). 

Disclosure of price sensitive! inside information-by listed company. 

Public disclosure of price sensitive! insile information, which directly concerns the listed 
securities. 

The Board of Directors of National Bank of Pakistan (the "Bank") in its meeting held on 
June 22, 2018, resolved that its earlier decision intimated vide Totice to Pakistan Stolc 
Exchange (HO:SBoD: 1037, dated A.pni 21, 2017) regarding National Bank Modaràa 
Management Company Limited (the "Company"), a wholly owned subsidiary of the 
Bank and First National Bank Modaraba (the "Modaraba"), being the Modaraba managed 
by the Company has been reviewed and reversed. The Board of Directors of the Batik 
has further resolved that the First National Bank Modaraba (the "M.odaraba") should be 
recapitalized subject td approval of its Regulators (i.e. SECP & PSX) with Rs. 300 
million at Rs. 10 per certificate to enha:ie its paid up capital. 

The company has duly caused this form statement to be signed / on its behalf by the 
undersigned hereunto duly authorized. 
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National Bank Modaraba Management Company Ltd 

(A subsidiary Of National Bank of Pakistan) 

EXTRACT OF RESOLUTION PASSED BY BOARD OF DIRECTORS OF NATIONAL BANK 
MODARABA MANAGEMENT COMPANY LTD ON OCTOBER Z  2018 BY CIRCULATION 

RESOLVED that 30 million new Modaraba certificates of Rs. 10 eaàh at par of total value of 
Rs.300 million in its Modaraba namely, First National Bank Modaraba, be issued to Company's 
holding company National Bank of Pakistan otherwise than rights under Section 83(1)(b) of 
Companies Act 2017, subject to prior approval of Registrar Modaraba Companies and 
Modaraba, SECP. 

FURTHER RESOLVED that the CE 0 is authorized to deal, sign, execute all necessary 
documents and take all the steps in light of opinions by the legal counsel and to deal with all 
other related matters in this regard. 

FURTHER RESOLVED that.M/s Ahrned & Qaz Advocates & Legal Consultants, having their 
office at 402, 403, 404 & 417, Clifton Centre, Clifton, Karach be and are hereby appointed as 
Company's legal counsel to advise on legal angles of the aforesaid transaction. 

FURTHER RESOLVED that any other act be performed or step be taken which may be ancillary 
and/or incidental and necessary to fully achieve the object of this resolution. 

FURTHER RESOLVED that a certified true copy of this resolution be provided to all regulatory 
authorities including PSX, CDC and SECP. 

All Abbass 
Company Secretary 

Registered Office 26- Mclagon Road, Lahore. 1€: (9242)99210641-70, Ext: 3530 99213249, 99213246, Fax: 9921324 
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AHMED & QAZI 
ADVOCATES & LEGAL CONSULTANTS 

—1tegistrar 
I ' Modaraba Companies and Modaraba 

Securities & Exchange Commission of Pakistan 
NIC Building Jinnah Avenue Blue Area 
Islamabad 

CA 5 SEP 2018 

Sept 
Dear Sir 

NBP Modaraba Recapitalization of Rs. 300 million 

Thank you for meeting us on 13.08.2018. 

Before proceeding with the modaraba recapitalization transaction through further 
issue of 30 million Modaraba Certificates of Rs 10 each, total consideration Rs. 300 
million, to National Bank of Pakistan in a mode kindly advised by yourself, we are 
enclosing for you a draft application of NBP Modaraba Company along with 
attached documents. 

Kindly let us know if the enclosed drafts are satisfactory so that we can advise the 
company to immediately submit the formal application for y9ur approval. 

Yours truly 

FOR AND ON BEHALF OF 
AHMED: QAZI 

Nazif Ahmed Nacieç Ahmed 
Senior Associate Managing Farther 

CC to: 

Mr Abbas Azam 
CEO 
National Bank Modaraba Management Bank Ltd. 

402 403 404 417 Clifton Centre, Clifton, Karachi Phone 021 111 000 073 FaX 021 35860428 

litigation@ahmedandqazi.com, corporate@ahmedandqazi.com  wvw.ahmedandqazi.com  
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[DRAFT APPLICATION] 

Registrar 

Modaraba Companies & Modaraba 
Securities & Exchange Commission of Pakistan 

Islamabad 

Application under Rule 20A and 2DB of Modaraba Companies and Modaraba Rules 1981 to 

request for approval for Recapitalisation of Rs. 300 million in NBP Modaraba  

jh orde1th our directiori/ rèquirern&i to increase Modaraba Fund by at least 

Rs. 300 millipn, in view of the losses in Modaraba, while no current certificate holder or new 

investor will be willing to invest at par, let alone such a huge amount, our parent company 

National Bank of Pakistan has agreed to invest Rs. 300 million in the Modarabn at par, i.e. 

against new 30 million modaraba certificates of Rs. 10 each. 

We are thus writing to seek your approval under Rulej '2oB of the Modaraba 

Companies and Modaraba Rules 1981 for increasing our Modaraba Fund by Rs. 300 million 
by issuing 30 million hew modaraba certificates of Rs. 10 each at par to our parent company 

National Bank of Pakistan (NBP). 

Subject to your approval, within fifteen (15) of the company exercising its power under Rule 

20 A, we will pay the specified fee for the additional amount by which Modaraba Fund is 

proposed to be increased, i.e. Rs. 300m. 

The new Modaraba Certificates being issued will not be offered to existing certificate 
holders under Rule 2GB and as the company plans to issue the said certificates to NBP 

otherwise than rights under Section 83(1)(b) of Companies Act 2017. .As already mentioned, 
in view of accumulated losses, no existing certificate holder will be willing to invest in 
modaraba at par. In fact, NBP's subscription of Rs. 30Dm at par will forthwith inérease the 

existing value of current certificate holders. 

The new Modaraba Certificates proposed to be issued to NBP shall rank pan passu with the 

existing certificates in all matters including the right to such bonus or right issue and 
dividend as may be declared subsequent to the date of issue of the new Modaraba 

Certificates. 
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NBP has already intimated PSX about its decision to invest Rs. 300m in the Modaraba. The 

company further undertakes to comply with all the applicable formalities and requirements 

of PSX and CDC. 

In view of above, we would really appreciate your approval for issuance of new 30 million 
moradaba certificates to NBP otherwise than right. Upon receipt of your approval, we will 

proceed to complete the transaction at the earliest. 

Yours truly, 

Abbas Azam 

CEO 

Annexure: 

1. Copies of SECP/your letters dated 05.09.2017, 05.10.2017, 02:04.2018, 28.05.2018 

and 19.07.2018 

2. Copy of our company Reply to SECP/your letter dated 10.04.2018 
3, NBP Letter dated 13.07.2018 to PSX intimating about their decision to invest Rs. 300 

million in the Modaraba 
4. Draft of our company board resolution approving issuance of 30m modaraba 

certificates at par to NBP . 
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[Draft Board Resolution] 

EXTRACT OF BOARD RESOLUTION OF NATIONAL BANK MODARABA MANAGEMENT COMPANY 

LTD. (THE "COMPANY") PASSED AT ITS REGISTERED OFFICE ON — DAY OF  

2018 BY THE BOARD OF DIRECTORS OF THE COMPANY 

RESOLVED thaLjn order to co_mply. with requirement) of Registrar Modaraba Companies and 

Modaraba, Securities and Exchange Commission ofPikistan ("SECP"), 30 million new modaraba 

certificates of Rs. 10 each at par of total value of Rs, 300 million in its Modaraba namely, First 

Naional Bark Modaraba, be issued to Company's holding company National Bank of Pakistan 

otherwise than rights under Section 83(1)(b) of Companies Act 2017, subject to prior approval of 

Registrar Modaraba Companies and Modaraba, SECP. 

FURTHER RESOLVED that Mr. [insert name of the authorized person on behalf of the Company] is 

authorized to deal, sign, execute all necessary documents and take all the steps in light of opinions 

by the legal counsel, certified chartered accountant and to deal with all other related matters in this 

regard. 

FURTHER RESOLVED that Ahmed & Qazi, Advocates & Legal Consultants, having its office at 402, 

403, 404 & 417, Clifton Centre, Clifton, Karachi, be and are hereby appointed as Company's legal 

counsel and. [insert name of the Chartered Accountant firm] be and are hereby appointed as 

Chartered Accountants to advise on legal and financial angles of the aforesaid transaction. 

FURTHER RESOLVED that any other act be performed or step be taken which may be ancillary 

and/or incidental to do the above and necessary to fully achieve the object of this resolution. 

FURTHER RESOLVED that a certified true copy of this resolution be provided to all regulatory 

authorities including PSX, CDC and SECP. . 

Certified by: 

Company Secretary 
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ol 

sCP 

No. sC/M/PR001N82O 3 é 

The Chief ExecUtWe. 
National Bank M0dat3

flgemt CompanY umited, 

First National Bank Moda' 

5th Floor, NBP 
2ctegon Road, 

tahOre. 

Subject:

. Ucati . n for . . . royal to Issue other than RI: ht Modat8 certUica e b First 

ona%3SM04S 

Dear Sir, 
t am directed to refer to your letter dated December 3, 2018 

egardin the subject 

noted above. 

2.

The competent authotW has 3roved issuance of 30,00°'°° (other than) Right 

rnod818b3 cert1f1C8te5 by First Nationat Bank MOdara to NatiOfl81 Bank of Pakistani 

80un

tingtO R5300: 00,000F at par value of Rs10/- per modara ceific3te, subject to 

the f0110wfl'g conditi0ttS 

The further issue of 30.000,000 other than Right modar

certificates shall 

rank pail passU with the existing modara ceificates of First Naofl31 

Bank Modara in all the maet5 ciuding bonus, right and cash dividend 

as may be declared by the Modar3 

505eqUent to the date of issue of 

other than Right modat3t cerWic3t 

(ii)

The Modar3 company shall file return of allotment of the issue of other 

than Right Modaraba CeifiCates within one month from the date of 

allotment as prescribed under rule 26 of the Modara Rules, 1981. 

Yours truly, 

(Mit tjaz Ahrned) 
oeputV Director 

re 
Ave 

PABX 9207091-4 Ext. 
150 Fax No. 921859°: E-mall 
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SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN 
SPECIALIZED COMPANIES DIVISION 

ADJ1JDICAT ION 

ORDER 

In the matter of 

First National Bank Modaraba 

Managed by National Bank Modaraba Management Company Limited 

Show Cause Notices No. SC/MJPRDD-ADJIFNBM/20181 10 
Dated: April 2,2018 
Date of Hearing June 5,2018 

Submissions by: 

I. Mr. Abbas Azam, 

Chief Executive in person and on behalf of: 

National Bank Modaraba Management Company Limited 
Mr. Rehmat Au Hasni Director 
Mr. Jamal Nasim Director 
Mr. Iqba1 Hussain Director 
Mr. Khawaja Waheed Raza Director 
Ms. Amir Amin Director 

2. Mr. Khawaja Waheed Raza Director 

ORDER UNDER SECTION 23 OF THE MODARABA COMPANIES AND MODARABA 
(FLOTATION AND CONTROL} ORDINANCE, 1980 

This Order shall dispose of the proceedings against National Bank Modaraba Management 

Company Limited ("the Modaraba Company"), the managers of First National Bank Modaraba 

("the Modaraba") its Chief Executive and Directors, initiated vide show-cause notice dated April 

02, 2018 ("the Notice") under section 2:; of the Modaraba Companies and Modaraba (Floatation 

& Control) Ordinance 1980 ("the Modaraba Ordinance"). 

2. In terms of the Notice, the audited financial statements of the Modaraba showed that the 



Modaraba was suffering loses for five consecutive years since June 30, 20113. The accumulated 

losses of the Modaraba for the year ended June 30, 2017 were Rs.277.62 million against the total 

modaraba fund of Rs.250 million, subscribed by the holders of modaraba certificates. 

3. As per half yearly accounts of the Modaraba for the period ended December 31, 2017, the 

accumulated losses of the Modaraba amounted to Rs.276.60 million which constituted 111% of 

total modaraba fund. This indicated an erosion of total modaraba fund of Rs.250 million. The 

statutory auditors of the Modaraba in their report annexed with the annual audited accounts of the 

Modaraba for the year June 30, 2017 drew attention to note 1.1 of the annual accounts, according 

to which the Modaraba was no longer a going concern. Due to the said reason, the financial 

statements of the \'Iodaraba were prepared on the basis of estimated realizable/settlement values 

of assets and liabilities, respectively. ['his resulted in recognition of additional provision of 

Rs.39.07 million based on the subjective evaluation of non-performing receivables. 

4. It is pertinent to mention that the issue of deteriorating financial condition of the Modaraba 

and accumulated tosses was taken up by the Registrar Modaraba with the Modaraba Company 

multiple times. In various meetings and correspondence, the management of the Modaraba 

submitted different plans including exit strategy from the business of the Modaraba through its 

liquidation and injection of equity by (he sponsors for reducing the losses and for revival of the 

Modaraba. However, the Modaraba Company failed to submit any viable time bound plan for 

revival of the Modaraba despite having been provided with sufficient time and opportunity. 

Consequently, the Notice was issued under section 23 of the Modaraba Ordinance to show cause 

as to why the Modaraba should not be wound up since its accumulated losses as of June 30, 2017 

were Rs.277.60 million and as per half yearly reviewed accounts as of December 31, 2017, 

Rs,276.60 million. These losses constituLed more than 50% of the total amount suhsc:ibed by the 

holders of the Modaraba Certificates. 

5. The Modaraba Company, its chief executive and directors were required to submit written 

response to the Notice within ten days. They were also required to appear before the Registrar 

Modaraba on April 16, 2018 for a personal hearing in the matter. The Modaraba Company vide 

letter dated April 10, 2018 submitted the requisite response to the Notice. On the request of the 

Modaraba Company, the date of hearing was rescheduled for June 05, 2018. On the said date, Mr. 

Abbas Azam, CEO appeared in person and on behalf of the Modaraba Company, Mr. Rehmat Au 

Flasni, Mr. Jamal Nasim, Amir Amin and Mr. Iqbal Hussain. Mr. Khawaja Waheed Raza, Director 

ATIF EJAZ AHMED 
Deputy Director 

Securities and Exchange 
Commission of Pakistan 

islumabaci 

Page 2 of 4 
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also attended the hearing. 

6. During the hearing, the CEO of the Modaraba Company admitted the contents of the Notice 

which warranted winding up of the Modaraba under section 23 of the Modaraba Ordinance. He, 

however, informed the Registrar Modaraba about firm commitment of National Bank of Pakistan 

(NBP), the parent company of the Modaraba Company for recapitalizatiori of the Modaraba by 

Rs.300 million to he injected in the equity of the Modaraba, In this regard, the Registrar Modaraba 

advised Mr. Azam to provide a certified copy of the decision of the board of director of NBP so 

as to consider the request. The Modaraba Company vide letter dated July 13, 2018 provided a copy 

of announcement by NBP dated July 13, 2018, indicating that the board of directors of NBP in its 

meeting hetd on June 22, 2018 resolved to inject Rs,300 million in the equity of the Modaraba, 

7. In view of the development that the parent company, NBP had decided to inject funds in 

the Modaraba to revive its financial position, the Registrar decided to provide another opportunity 

to the Modaraba Company to continue and turnaround the Modaraba by utilizing the funds in the 

best interest of the certificate holders. The Modaraba Company and the consultants of the 

Modaraba vide letter dated October 2, 2018 filed a formal application dated September 4,2018 in 

terms of section 83 of the Companies Act, 2017 for issuance of new modaraba certificates (other 

than right) at par value of Rs.10 each, valuing Rs.300 million to NBP. The approval for issuance 

of other than right modaraba certificates was granted to the Modaraba Company on December 3. 

2018. 

8. Subsequent correspondence and emails exchanged between the Modaraba Company and 

this office, revealed That the Modaraba Company had sought no objection of the proposed injection 

of funds from the State Bank of Pakistan, which till date has not granted the requisite NOC. 

9. 1 have considered all the relevant facts, position of law and have also perused the 

documents placed before me. The written submissions of the Modaraba Company were examined 

and discussed in the hearings at length. Sufficient time has been granted to the Modaraba Company 

for recapitalization of the Modaraba, However, it has miserably failed to come up to its 

commitment to inject the fUnds. The matter of injection of funds in thc Modaraba is lingering on 

since July, 2018. The continuous losses of the Modaraba during the East five years have wiped out 

almost the entire paid up fund of the Modaraba. Due to non-availability of working capital, entire 

business activities of the Modaraba are at halt. 
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10. As per annual audited accounts of the Modaraba for the years ended June 30, 2018 and 

June 30, 2019, the accumulated losses of the Modaraba are continuously increasing and have 

reached to Rs.285,8 10,707 and Rs.3 16,065,303, respectively. The equity of the Modaraba is 

already negative and there are remote chances of revival of the Modaraba and resultantly any return 

accruing to the modaraba certificate holders, under the above circumstances. Among other items, 

operating expenses alone of Rs.71 .81 million (2018) and Rs.52.35 million (2019) are contributing 

towards further deterioration of public funds every year. 

ii. As per audited accounts for the year ended June 30, 2017, 2018 and 2019, the accumulated 

losses of the Modaraba have exceeded more than fifty percent of the total amount subscribed by 

the Modaraba Certificate holders. The Modaraba Company failed to arrest further deterioration in 

both asset quality and performance of the Modaraba with the result that the accumulated losses 

have in fact exceeded more than 100% of the paid up fund. I am, therefore, of the considered view 

that in order to safeguard the interest of the certificate holders and to stop further accumulation of 

losses, it is just and equitable to initiate winding up proceedings of First National Bank Modaraba 

through Modaraba Tribunal, in the public interest. 

12. Based on the above facts, I, therefore, in exercise of powers conferred under section 23 (1) 

(ii) (b) of the Ordinance hereby declare that as the accumulated losses of the Modaraba have 

exceeded more than fifty percent of the total amount subscribed by the inodaraba certificate 

holders, it may be wound up in the public interest by filing an application for winding up before 

the Modaraba Tribunal Lahore. 

13. Nothing in this Order may be deemed to prejudice operation of any other provision of the 

Modaraba Ordinance, providing for the prosecution or imposition of penalties on the CEO or 

Directors or the Modaraba Company iii respect of any default, omission, contravention of the 

Modaraba Ordinance and Modaraba Rules, 1981, committed by them. 

14. Issued under my hand and seal this 3 l day of October 2019. 
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LI ct y:- 

Applicant 

BEFORE THE HONORABLE MODARABA TRIBUNAL, LAHORE 
(Modaraba Jurisdiction) 

Misc. Application No.  
in 

Modaraba Application No. 

of 2020 

of 2020 

In the matter of First National Bank Modaraba, managed by National Bank 
Modaraba Management Company Limited 

Registrar Modaraba Companies and Modarabas 

Versus 

National Bank Modaraba Management Company Limited etc. 

(Petition Under Section 23 Of Modaraba Companies And Modaraba (Floatation 
And Control) Ordinance, 1980 Read With All Other Enabling Provisions OfLaw 
For Winding Up Of Respondent No. I Modaraba Company) 

APPLICATION FOR DISPENSATION OF CERTIFIED COPIES 

Respectfully Submitted: 

1 That the applicant has filed the accompanying application, the contents of which 

may kindly be read as an integral part of this application. 

2 That the applicant has filed the uncertified copies of certain documents, as their 

certified copies not readily available. 

3 That the same shall be submitted as and when they will become available. 

PRAYER:  

Under the circumstances, it is most respectfully prayed that this Hon'ble Court may be 
pleased to dispense with the requirement of filing certified copies. 

Any other relief which this Hon'ble Court may deem appropiite may also be awarded. 

Through 

Ruman Bilal 
Advocate High Court 

C.C. No. # P-GW-48254 
CNIC: 34101-6280940-7 



DEPONENT 

P BEFORE THE HONORABLE MODARABA TRIBUNAL, LAHORE 
(Modaraba Jurisdiction) 

3)3 

Misc. Application No.  
in 

Modaraba Application No. 

In the matter of First National Bank Modaraba, managed by National Bank 
Modaraba Management Company Limited 

Registrar Modaraba Companies and Modarabas 

Versus 

National Bank Modaraba Management Company Limited etc. 

(Petition Under Section 23 Of Modaraba Companies And Modaraba (Floatation And Control) 
Ordinance, 1980 Read With All Other Enabling Provisions Of Law For Winding Up Of 
Respondent No. 1 L e. First National Bank Modaraba) 

APPLICATION FOR DISPENSATION OF CERTIFIED COPIES 

vit of: Miss Bushra Aslam, Registrar Modaraba Companies and Modarabas, having its 
office at Securities and Exchange Commission of Pakistan NIC Building 63-Jinnah 
Avenue Islamabad  

of 2020 

of 2020 

I 1> 

àthove amed deponent do hereby solemnly declare and affirm as under: 

at the averments as contained in the accompanying application are correct and 
true to the best of my knowledge and belief and notbwrflasteen concealed there 
from. 

DEPONENT 
VERIFICATION 
Verified on Oath at Lahore on this D3  day of-May, 2020 that the contents of this affidavit 
are correct to the best of my knowledge and belief. 
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POWER OF ATTORNEY 

BEFORE THE HONORABLE MODARABA TRIBUNAL, LAHORE 
(Modaraba Jurisdiction) 

Modaraba Application No. of 2020 

For: Petitioner/Applicant  
Registrar Modaraba Companies and Modaraba 

Plaintiff/Petitioner/Complainant 

Versus 

First National Bank Modaraba Managed National Bank Modaraba Management Company 
Limited and Others 

Defendant/Respondent/Accused 

Fixed For  

I / We the undersigned do hereby nominate and appoint Mr. Ruman Bilal, Advocate to be the Counsel in the above 
matter for me/us and on my/our behalf to appear, plead, act and answer in the above Court or any appellate Court or 
any other Court to which the business is transferred in the above matter and to sign and file petitions, statement, 
accounts, exhibits, compromises or other documents whatsoever, in connection with the said mater or any matter 
arising therefrom and also to apply for and issue summons and other writs or sub-poena and to apply for and get issued 
any arrest, attachment or other execution, warrant or order and to conduct any proceeding that may arise there out 
and to apply for and receive payment of any or all sums or submit for the above matter to arbitration and to employ any 
other Legal Practitioner authorizing him to exercise the Power and authorities hereby conferred on the Advocate 
whenever he may think fit to do so. 

He is further authorized to negotiate / settle, compromise and withdraw any proceedings from Civil Court, Tribunal, 
High Court and Supreme Court. He is further authorized to represent us, sign documents on our behalf, give statement 
in the Court and submit arguments oral or in writing. 

AND to do all acts legally necessary to manage and conduct the said case in all respects, whether herein specified or 
not as may be proper and expedient. 

AND I / WE, hereby agree to ratify and confirm all lawful act done on my/our behalf under or by virtue of these presents 
or of the usual practice in such matter subject to the terms regarding fee. 

PROVIDED always, that if the case may be dismissed in default, if it be proceeded ex-parte the said counsels shall not 
be held responsible for the same and hereby agree that in the event of the whole fee agreed by me/us to be paid to 
the advocate remaining unpaid he shall be entitled to withdraw from the prosecution of the said case until the same is 
paid. 

IN WITNESS Whereof lPWe have hereto signed at Lahore on this day of May, 2020. 

Executant(s) 
Ruman Bilal 

Advocate High Court 
CC. No. P-GW-48254 
Mob: 0322-3110111 
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